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page reflects the unsurpassed experience of the authors, together with their understanding 
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the past history of marketing, for the clue they give to future developments. Recent legisla- 
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ing of the marketing task, the consumer in today’s marketing system, the supermarket, market- 
ing and the government. 
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THE CONTROL OF RUBBER: A CASE STUDY 


RALPH C. WOOD 
War Production Board 


Epiror’s Note: Mr. Wood's description of how the 
government allocates rubber, written before issuance of the 
Baruch report, is of interest as atype case of the ways in 
which administrative devices are taking over some of the 
work of marketing organizations during the war. 


I. NEED For StuDY oF 
ConTROL SYSTEMS 


9 Is common knowledge that one of 
i the most serious problems involved 
in the war effort is that of controlling the 
use of scarce raw materials. The priori- 
ties system, which was adopted in the 
early months of the defense program, is 
still operating as an important control 
device. For quite some time it has been 
evident, however, that in cases where 
the supply situation is critical, the pri- 
orities system is an inadequate method 
of control. Priorities are effective only 
where the shortage is relatively small 
and where the chief problem is that of 
timing, i.e. assuring that first needs are 


met first. Under the priorities system, 
little or no effort is made to account 
fully for all authorizations granted under 
priority ratings. Successful control of 
the flow of raw materials requires that 
total authorizations for delivery of ma- 
terials during any given period do not 
exceed supplies available during that 
period. With an increasingly acute supply 
situation the volume of outstanding 
priority authorizations has tended to 
exceed supply by a widening margin. To 
an increasing extent it has been neces- 
sary to limit the amount of material that 
may be obtained with individual ratings, 
with the result that more and more 
emphasis has been placed on full alloca- 
tion, particularly for materials which 
are most scarce. 

The problem of allocating any ma- 
terial actually consists of two problems, 
one logical, the other administrative. 
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The logical problem is that of determin- 
ing the products and uses that are com- 
peting for supplies of the scarce material, 
and selecting criteria for the distribution 
of a limited supply among such products 
and uses. The administrative problem is 
one of assuring that the material flows 
in such a way that it reaches the right 
places at the right time to produce the 
desired results, in terms of products and 
uses. 

As an example of the distinction be- 
tween the two problems, consider the 
case of machine guns. It is not enough 
to determine the desired number of units 
of a particular type of gun and the total 
amount of steel and other materials re- 
quired. It is also necessary to direct the 
right amount of each material to the 
various producers of parts and sub- 
assemblies of which the gun consists. 
Because of the complexity of the produc- 
tive process in our mass-production 
economy, the administrative problem is 
much the more difficult of the two. The 
shift from priorities to allocations has 
emphasized the problem of implement- 
ing rational allocation programs. 

Among scarce materials, rubber was 
not the first to go under complete alloca- 
tion in the United States. Rubber con- 
sumption has been under complete 
control since Pearl Harbor, but alu- 
minum, nickel, copper, and certain other 
materials, also machine tools, were put 
under some form of complete allocation 
months before that time. Rubber was 
the first, however, in which allocation 
was built around global quotas estab- 
lished by the Requirements Committee 
of the War Production Board.! Because 


1 The Requirements Committee consists of repre- 
sentatives of the principal claimants of the supply of 
materials: War Department, Navy Department, Mari- 
time Commission, Office of Civilian Supply of the War 
Production Board, Lend-Lease Administration, and the 
Board of Economic Warfare. A “global” quota is the 
figure established for a particular agency on the Re- 


allocations are being made on the global 
basis with increasing frequency, a case 
in which effective implementation of 
agency quotas appears to have been 
established is of obvious interest. 

Although meriting study because of 
the detailed accounting procedures that 
have been established, the significance 
of the rubber control system is limited by 
certain characteristics of the rubber 
industry that tend to simplify the prob- 
lem of control. 

1. The manufacturing of rubber prod- 
ucts is highly integrated. With few 
exceptions the company that initiates 
the processing of the raw material also 
turns out the final product.? Allocation 
of crude rubber to various rubber end- 
products (the step immediately following 
the determination of global quotas) 
therefore does not present a complicated 
problem of allocation to intermediate 
producers. 

2. The time-period of the entire pro- 
ductive process from crude rubber to 
finished product is relatively short. The 
period involved is ordinarily a matter of 
hours or days, rather than one of many 
months. A desirable element of flex- 
ibility is thereby provided. An agency 
on the verge of exceeding its quota can 
take steps to restrict further consump- 
tion for its account. 

3. Processors of rubber can replenish 
their supplies at present only by apply- 
ing to one source, the Rubber Reserve 
Company. Control of supplies is there- 
fore highly centralized. 

These conditions, which in combina- 
tion are unusual if not unique, limit the 
applicability of the rubber control sys- 





quirements Committee, representing the aggregate 
amount of a given scarce material that the agency may 
consume for all purposes during a specified period. 

2 Exclusive of final products in which rubber is only 
a small constituent element. Even in such cases, how- 
ever, the rubber parts are fabricated, shaped, etc., by 
the original processor. 
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tem to other scarce materials. Chief 
reasons for reviewing the system here 
are that (1) some of the problems en- 
countered, and possibly some of the 
techniques used, will be relevant to 
other situations, and (2) it provides an 
interesting example of how controls must 
always be adapted to the conditions of 
the industry involved. 

The rubber controls discussed below 
are those in operation at the manufac- 
turing level. The techniques of rationing 
rubber products constitute a separate 
problem not considered here. Moreover, 
no attempt is made to appraise the 
statistical position in rubber, present or 
prospective; hence there is no discussion 
of the complicated question of rubber 
shortage. 


Il. ALLocaTion oF AGENCY Quotas 


Before the beginning of a given calen- 
dar quarter, quotas are recommended to 
the Requirements Committee by the 
Rubber Allocations Committee, a sub- 
committee of the Requirements Com- 
mittee. The Requirements Committee 
approves or amends these recommenda- 
tions. Each agency then determines the 
manner in which its allotment will be 
apportioned among competing uses.® 
None of the agencies receives all the rub- 
ber for which it could find effective use; 
each therefore has an allocation problem. 

The amount of rubber consumed in 
the filling of war-agency orders is deter- 
mined by the volume of orders placed 
by the war agencies. Such orders are not 
funneled through a single control, but 
are placed directly by each war agency. 
For example the responsibility for limit- 
ing Army purchases of rubber products 

* Each agency has a detailed schedule of needs even 
before the Requirements Committee determines quotas; 
Claims for quotas are based to a considerable extent 
upon the itemization of needs. Agencies cannot plan 


final distribution of their quotas, however, until they 
know what the quotas are to be. 


to an amount that does not exceed the 
Army quota during a particular quarter 
rests with the Army itself. The account- 
ing system set up by the Rubber and 
Rubber Products Branch, discussed be- 
low, can be used to assist the Army (as 
well as each other agency on the Alloca- 
tions Committee) to remain within its 
quota; but the agency itself is respons- 
ible. Any agency exceeding its quota in 
a given quarter will be penalized during 
a subsequent quarter. 

Authorizations to consume rubber for 
civilian purposes are based on need for 
rubber products as determined by the 
Office of Civilian Supply,‘ and are 
carried out by two different methods 
incorporated in M-15-b as amended.® 
One method is that of restricting certain 
specified uses of rubber to designated 
percentages of average monthly con- 
sumption during a specified base period 
(April 1, 1940 to March 31, 1941). Each 
product permitted under this method of 
control is listed,® together with the per- 
centage applying to it. Each processor 
who made one or more of the products 
on this list during the base period files 
a special report (PD-341) with the Rub- 
ber and Rubber Products Branch. The 
report shows, in separate columns, (1) 
the products on the list which he made 
during the base period, (2) his average 
monthly rubber consumption for each 
product during the base period, (3) the 
designated percentage for each product, 

4 The Office of Civilian Supply represents not only 
the “civilian” (i.e. civilian consumer and civilian in- 
dustry) interest, but also the so-called indirect military 
interest, i.e. the requirements of war plants and other 
firms with war business for materials and products not 
specifically included in military estimates. 

5 M-15-b is an order which was issued by the Office 
of Production Management on December 10, 1941 
(frequently amended since then) for the purpose of in- 
creasing the restrictions on rubber consumption previ- 
ously established in M-15 and its amendments. 

* Actual listing is by groups of products, but the 


principle is the same as it would be if each product were 
listed and reported separately. 
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and (4) permissible monthly consump- 
tion now as computed by multiplying 
(2) and (3). 

A second method is that of specific 
allocation, month by month, for each 
item in another list of products. Rubber 
processors desiring to make any of these 
products must apply each month to the 
War Production Board. Processors are 
then told individually the precise quan- 
tities of rubber they may use in the pro- 
duction of each item for which they have 
requested an allocation. 

Items in the first list do not escape 
control through allocation. The percent- 
age limitations designated for these 
items are calculated with reference to the 
quantities of each product believed nec- 
essary to the civilian economy. As needs 
change, or as the rubber supply situation 
changes, the percentages can be changed. 
Chief consideration leading to the listing 
of products to be controlled by percent- 
age limitation were (a) that the alloca- 
tions made to such uses were large 
enough to permit continuation of output 
of products at a relatively high rate, thus 
minimizing the problems of conversion 
and other special considerations that 
might tend to make direct, specific al- 
locations more advantageous, and (b) 
the fact that such uses tended to be 
individually small, but very numerous, 
hence laborious to handle on a specific 
allocation basis. An additional factor was 
that, in some instances, information 
available as to the consumption of rubber 
for the products included in the percent- 
age controlled list was not complete or 
satisfactory, and therefore less eligible 
for handling through direct allocation.’ 

The distinction between authorization 
of rubber consumption for war orders 


? Several factors have recently combined to lessen the 
value of the percentage limitation type of control for 
the items for which it has been used, and this group is 
now in process of being shifted to direct allocation. 


and for civilian purposes can be re- 
stated as follows. Each war agency 
decides the split-up it wishes to make of 
its quota among various needs, and 
places orders accordingly. The Office of 
Civilian Supply decides the maximum 
amounts of rubber that may be con- 
sumed in the production of each civilian 
type rubber product, and files these 
schedules with the Rubber and Rubber 
Products Branch for determination of 
inter-firm allocations for the items con- 
trolled by specific allocation. Distribu- 
tion of civilian products may or may not 
be controlled through rationing. 


III. THe AccounTiInG SystEM 


The method by which various agencies 
represented on the Rubber Allocations 
Committee determine the use of their 
respective quotas has been outlined. A 
number of agencies are seen to be simul- 
taneously engaged in “‘authorizing”’ the 
use of rubber. The following questions 
therefore arise: 


1. How does the Rubber and Rubber 
Products Branch determine whether 
each agency is in fact living within its 
quota? 

2. What is the nature of control over con- 
sumption by processing firms? 

3. How is the actual release of rubber by 


the Rubber Reserve Company con- 
trolled? 


Verification of compliance with quota 
restrictions. The Rubber and Rubber 
Products Branch, which is charged with 
the administrative task of accounting for 
rubber consumption, must deal with two 
broad problems of compliance: compli- 
ance by each agency represented on the 
Rubber Allocations Committee with the 
quota limits set by the Committee, and 
compliance by processing firms with 
restrictions on their consumption 0 
crude rubber and latex. This section 
deals with the first of these problems. 
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Rubber consumed in filling war orders 
is accounted for in detail by reports filed 
by processing firms with the Rubber and 
Rubber Products Branch, covering every 
war order received. The name of the war 
agency placing the order, and the month 
of scheduled delivery, must be specified 
in the return. By tabulating these 
returns the Branch obtains a cumulative 
total of war orders to be charged against 
the quota of each war agency during a 
particular calender quarter. The Branch 
also obtains reports on total consump- 
tion of rubber by processors, month by 
month. It therefore knows total con- 
sumption and apparent consumption for 
war orders. Presumably the differences 
between these two totals is consumption 
for civilian purposes, and it is charged to 
the civilian quota. If there is an inac- 
curate accounting of consumption for 
war orders, under the method of residual 
determination of civilian consumption 
the charge to the civilian quota will also 
be incorrect. Several problems which are 
relevant in this connection will be dis- 
cussed below. 

The foregoing description of the ac- 
counting system needs one qualification. 
Canadian representation was added to 
the Rubber Allocations Committee a few 
months ago, as part of the move to pool 
the resources of the United Nations. The 
Rubber and Rubber Products Branch 
secures information on Canadian rubber 
consumption from two sources: from the 
Canadian Ministry of Supply (which 
compiles reports from Canadian proces- 
sors), and from data on imports into 
Canada from the United States of prod- 
ucts containing rubber. The latter com- 
ponent requires an adjustment to the 
differential between total domestic con- 
sumption and war orders before the 
charge is made against the domestic 
civilian quota. Addition of Canada to the 
Allocations Committee is a complicating 


factor in that supply is affected as well as 
total consumption. No attempt is made 
here at a complete explanation of the 
relationship. 

Control of consumption by rubber proc- 
essors. In addition to accounting for the 
amount of rubber to be charged against 
the quota of each agency represented on 
the Rubber Allocations Committee, the 
Rubber and Rubber Products Branch 
keeps a record of monthly consumption 
authorized for each processing consumer. 
The Branch knows in advance of the 
particular month what each company is 
authorized to consume for civilian pur- 
poses. This quantity is the sum of direct 
allocations plus what each company is 
authorized to consume in the production 
of items on the percentage-controlled list. 

Before the end of a given month the 
Branch also knows, from its tabulation 
of PD-330’s (the report form used for 
war orders), how much rubber the com- 
pany used in filling war orders scheduled 
for delivery that month. Total authori- 
zations, for war orders and civilian, can 
then be checked against actual consump- 
tion by the company as reported on form 
PD-49. Since the war-order component 
does not necessarily represent consump- 
tion during the given month, but rubber 
required for deliveries that month, the 
correspondence between total authoriza- 
tions and reported consumption is not 
absolute. Investigation would be neces- 
sary only in the event of large or con- 
tinued excesses of actual over authorized 
consumption. 

Comparison of each processor’s total 
consumption of rubber for civilian prod- 
ucts (gross consumption minus war 
orders and Canadian imports of rubber 
products) with the total amount author- 
ized for such products provides no check 
on compliance with restrictions on the 
output of individual items or groups of 
items. The Rubber and Rubber Products 
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Branch will make a detailed check peri- 
odically. At an early stage in the devel- 
opment of the control system, processors 
were required to fill out a special form, 
calling for a highly detailed breakdown 
of rubber consumption by products, by 
months for the last three months of 1941. 
The information provided by the initial 
filing of this form was used in determin- 
ing authorizations of production of 
civilian items under the control system. 
Future reporting on this form will pro- 
vide a continuing guide to new author- 
izations as well as a check on compliance 
with past authorizations. 

Release of rubber by the Rubber Reserve 
Company. Computation by the Rubber 
and Rubber Products Branch of each 
company’s authorized consumption, in 
the manner described above, is of direct 
aid in controlling the release of rubber 
and latex to processors. The Branch in- 
forms the Rubber Reserve Company, at 
the end of the month, of the total 
amount of rubber each processor was 
authorized to consume. Each processor 
applies to Rubber Reserve for rubber to 
replenish his inventory. Rubber Reserve 
examines the processing company’s in- 
ventory figures and decides how much is 
needed to restore its inventory to a 
reasonable level. 


IV. ProBLEMS IN THE ACCOUNTING 


The foregoing outline of rubber con- 
trol has, as far as possible, avoided refer- 
ence to problems encountered, in order 
that the main elements of the system 
would stand out as clearly as possible. 
The more important of these problems 
will be outlined briefly and the methods 
by which they were handled indicated. 

1. An initial problem of control con- 
cerned the treatment of orders placed 
prior to the introduction of the quota 
system, for delivery after quotas were in 
effect. In the early stages of quota con- 


trol it was argued that such deliveries 
frequently were made out of inventories 
on hand at the outset of control, and 
should not be charged against the first- 
quarter quota of the agency involved. 
However, deliveries on such orders often 
were scheduled over many months, 
sometimes into the late months of 1942. 
It was obviously unlikely that all such 
deliveries could be made out of inven- 
tories on hand on January 1, 1942, and 
as a practical matter it was ‘difficult, if 
not impossible, to determine when such 
deliveries could be said to be out of 
January 1 stocks and when they were 
out of current production. The solution 
adopted was to charge all deliveries after 
January 1, 1942, to the quotas of the 
particular agency or agencies (whether 
the order was placed before or after 
January 1) for any item or items the 
production of which was to be allowed 
to continue. Deliveries of items which 
are no longer being produced, as a result 
of M-1s-b, are not charged against 
quotas. 

2. Theoretically the amounts charged 
against the quarterly quotas of the mili- 
tary agencies are the respective totals of 
orders reported for those agencies on 
PD-330. It was noted above, however, 
that what the processor reports is the 
war order, rather than rubber consumed 
to fill that order; and each order is 
charged against quotas for the month or 
months in which delivery is scheduled. 
But production of the item ordered 
(hence consumption of rubber by the 
processor) frequently occurs in advance 
of the month of scheduled delivery. In 
some instances it has been found neces- 
sary, therefore, to adjust the summaries 
from PD-330 before entering charges 
against the quotas of the military agen- 
cies.® 


® The original decision to require war-order reports 
in terms of the month or months of scheduled delivery, 
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3. War orders are those reported by 
persons who “consume” rubber, as “‘con- 
sume” is defined in Amendment 6 of 
M-15-b. According to this definition, 
“consume” means to use, process, stamp, 
cut or in any manner change the form, 
shape or chemical composition of any 
rubber, latex or reclaimed and scrap 
rubber. Manufacturers who buy rubber 
in fabricated form to be incorporated in 
a larger product, and perform no further 
processing operations on the rubber as 
it comes to them, are not requirea to 
report under M-15-b as consumers of 
rubber. This question therefore arises: 
are the consumers of rubber as defined in 
the order able to tell in all cases how 
much of their production actually goes 
to war orders? Specifically, when they 
make parts of office machinery (rubber 
feet, etc.) will those parts made for 
machinery for a war agency always be 
reported as a war order? 

The answer is that in most instances 
such items will be covered by a war-order 
report. When the product being pur- 
chased by one of the war agencies is not 
produced until after the order is placed, 
and the manufacturer (of office machin- 
ery, to continue the example) chooses to 
extend his prime-contract rating as he is 
entitled to do for any item which is 
physically incorporated in his product, 
the order for the component rubber part 
will be reported by the rubber-processor 
as a war order. Even when war orders for 
finished products are filled out of manu- 
facturers’ stocks, however, the rubber 
embodied in the items purchased will 
ultimately be charged against the quota 





rather than the month of actual consumption of raw 
material in manufacturing the products to be delivered, 
was based on the need for a forward inspection to ascer- 
tain whether orders claimed by processors to be war 
orders are in fact war orders. Steps have recently been 
taken to add to the reporting system actual consump- 
tion on account of war orders. This added information 
should solve the problem outlined above. 


of the relevant war agency if the manu- 
facturer chooses to replenish his inven- 
tory of the items sold out of stock to the 
war agency. It is believed that the only 
cases in which such replenishment will 
not take place will be when the manu- 
facturer has to work down his inven- 
tories, either because of inventory re- 
strictions in limitation orders or because 
he is not in a position financially to main- 
tain his inventories at their previous level. 
It should be mentioned here that the 
consumer of rubber, as defined in 
Amendment 6, has at least two incen- 
tives to trace all war orders. One is that, 
although total consumption of rubber to 
fill war orders is restricted by the quota 
arrangements made by the Rubber Al- 
locations Committee, consumption by 
the individual processor for the filling of 
such orders is not restricted by M-15-b. 
Moreover, his permitted consumption to 
fill other orders is not reduced by an 
increase in his war business. The second 
incentive is that he obtains a remission 
of Federal excise taxes on that part of 
his operations representing war orders. 
4. A further complication in account- 
ing for rubber consumed by the war 
agencies arises from purchases by such 
agencies from wholesale and retail dis- 
tributors, These purchases are generally 
out of stock, and are not likely to get 
into the war-order reports of processors. 
The difference between this situation 
and the purchase of end-products from 
manufacturers’ stocks described above 
is that the purchase from a wholesaler 
or retailer may be an item which 1 
largely rubber, e.g., tires. When a war 
agency buys tires from a tire manu- 
facturer the purchase is supposed to be 
reported as a war order, whether it is 
filled out of stock or out of production. 
The quantitative importance of cases 
in which war-agency purchases of items 
containing rubber are not finally charged 
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to the war agencies, but are charged in- 
stead to all other, or “civilian,” is not 
known. There is an alternative system of 
accounting which, if it were practicable, 
might make possible the closing of this 
gap. The Army Quartermaster General 
is reported to have exact breakdowns of 
the material content of things purchased 
by the Army. It has been suggested that 
a more exact accounting could be ob- 
tained by computing total rubber pur- 
chases from these material breakdowns 
as applied to all Army purchases during 
any given time period. This possibility 
was considered at the time the system 
of accounting for rubber was devised. 
Two chief difficulties were encountered. 
First, the conversion-factor data which 
the Army has are not complete. Second, 
it is reported that the Army does not 
have centralized data showing total 
quantities of individual items that it is 
buying at any given time. Actual pur- 
chasing (involving, as it does, a huge 
amount of detail) is decentralized, and 
complete tabulations of past purchases 
are said to be available only after a con- 
siderable period of time has elapsed. The 
Army does have programs of proposed 
purchases, but these programs are in the 
nature of requirements schedules for an 
army of a specified size, and bear no 
immediate relation to actual purchases. 


V. ConcLusions 
Compared with the problems of ac- 


counting for the flow of certain other 
scarce materials, difficuities encountered 
in accounting for rubber consumption 
have not been serious, and the control 
system appears to be adequate and 
effective. Its effectiveness is attributable 
in part to the techniques used, because 
they provide (a) the information neces- 
sary to verify compliance both by the 
agencies on the Requirements Com- 
mittee and by the processors of rubber, 
and (b) control of the release of new 
rubber, which facilitates enforcement of 
restrictions on consumption. Effective 
control of rubber must also be credited 
in part, however, as has been noted, to 
certain characteristics of the rubber in- 
dustry, notably the high degree of inte- 
gration of manufacturing operations and 
the small amount of time required by 
the manufacturing process for most rub- 
ber products. Because of these character- 
istics there is no complicated problem of 
allocation to intermediate producers, 
and flexible adjustment of consumption 
schedules is possible. 

The rubber control is an illustration of 
a control system adapted to the basic 
characteristics of a particular industry. 
Every plan for controlling the flow of a 
scarce material, to be successful, must 
similarly be devised with reference to 
the unique or unusual conditions which 
may be present. It is unlikely that any 
single system of control can be made to 
fit every case. 




















PRICE CONTROL IN CANADA 


LOUIS C. WAGNER 
University of Manitoba 


Epiror’s Note: Widespread discussion of the respec- 
tive merits of the American and Canadian systems of price 
control make Mr. Wagner's description of the Canadian 
system both useful and timely. 


FTER more than two years of partial 
price control, Canada found it ad- 
visable to adopt “‘over-all” price control 
in the fall of 1941. To a limited degree, 
rentals, coal, sugar, timber, steel, milk, 
and other items which are either neces- 
saries of life or essential materials of war 
supply, had been subject to a limited 
amount of control during the first two 
years of the war. Previous to the applica- 
tion of a price ceiling, control was di- 
rected toward the removing of bottle- 
necks of supply in order to prevent a too 
rapid price increase on certain commodi- 
ties. However, by the summer of 1941 it 
became apparent that more positive 
steps would have to be taken if full- 
fledged inflation was to be avoided. 
Prices of raw materials and wholesale 
commodities were increasing much more 
rapidly than at anytime since the dec- 
laration of war. Canada’s official Cost 
of Living Index indicated that the rise 
between February and October 1941 was 
almost as great as the increase in the 
previous eighteen months of the war. 

At this time Canada had the choice 
between “selective” price control or 
“universal” price control. Experience 
with piecemeal price fixing in all coun- 
tries during the last war, however, indi- 
cated the desirability of an “overall” 
ceiling. Piecemeal control during the 
last war proved to be difficult to ad- 
minister as well as unsuccessful in con- 
trolling inflation. The control of a few 
prices did not prevent a general price 
increase from taking place. Undoubt- 


edly, price increases in uncontrolled 
commodities tended to be encouraged or 
even accelerated in anticipation of an 
extension of control to new areas. Rising 
prices of uncontrolled commodities 
meant rising costs of many of the factors 
used in the production of other com- 
modities upon which the selling price 
had been fixed. These disturbances made 
it necessary constantly to revise the 
prices fixed and constantly to broaden 
the controlled area. The inter-relation- 
ship of all prices made it difficult to 
control one group while another group 
was left uncontrolled. Most important 
of all, piecemeal price fixing did not 
prevent inflation. Canada decided that 
if inflation was to be prevented during 
this war, “selective” price control would 
not suffice. 


Scope oF CANADIAN Price CONTROL 


On October 18, 1941, Prime Minister 
King announced the government’s inten- 
tion to put a ceiling on all prices. This 
over-all price ceiling went into effect on 
December 1. The original plan, sup- 
ported by retailers and other distribu- 
tors, would have applied the over-all 
ceiling to all commodities “horizon- 
tally’’; that is, it applied the price ceiling 
rigidly at every stage of production or 
distribution. However, the board felt 
that a horizontal freeze would have been 
most difficult to administer and, in spite 
of the opposition of merchants, adopted 
what is commonly described as the 
“retail freeze.” In essence the price ceil- 
ing implies that that no retail store can 
charge—and no retail buyer can pay— 
prices above the maximum at which 
goods or services were sold by that store 
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during the four weeks of September 15th 
to October 11th, 1941—designated as the 
“basic period.” This price ceiling was 
applied to the retail prices of practically 
everything the average citizen buys or 
sells, namely: 

(1) To all commodities (unless specifically 

exempted). 
(2) To twelve specified essential services.' 
(3) To the rental of all real property. 


Price ceilings do not apply to fresh fruits 
and vegetables because the normally 
wide fluctuation in the prices of these 
commodities make this type of control 
virtually unworkable. However, a maxi- 
mum may be imposed if the price of any 
single fruit or vegetable rises unduly. 

In order to comply with the regula- 
tion, those supplying consumers with 
goods and services were given until 
December 1 to bring their prices into 
line with the maximum charged during 
the period from September 15 to October 
11. In some cases retail prices of goods 
and services had to be reduced from 
higher prices charged in early November. 

To provide an effective enforcement 
agency, the powers of the then existent 
Wartime Prices and Trade Board were 
considerably extended. This board has 
sole and complete over-riding authority 
with respect to all prices. No other statu- 
tory authority, whether federal, pro- 
vincial or municipal, is permitted to 
make any price regulations except with 

1 Supplying of electricity, gas, steam heat and water. 

Telegraph, wireless and telephone services. 

Transportation of goods and persons, and the provi- 
sion of docks, harbors and pier facilities. 

Warehousing and storage. 

Undertaking and embalming. 

Laundering, cleaning, tailoring and dressmaking. 
Hairdressing, barbering, and beauty parlor services. 

Plumbing, heating, painting, decorating, cleaning and 
renovation. 

Repairing of all kinds. 

Supplying of meals, refreshments and beverages. 

Exhibiting of moving pictures. 


All manufacturing processes performed on a custom 
or commission basis. 


the approval of the Board.? The War- 
time Prices and Trade Board also has 
the power to control the supply of goods 
and services other than war materials. 
Although authority over war materials 
and supplies rests with the Wartime 
Industries Control Board, there is very 
close cooperation between the two bodies 
in the regulation of the supply of such 
goods. 


Ro .uinc Back THE “SQUEEZE” 


The Wartime Prices and Trade Board 
recognized that the adoption of the “re- 
tail freeze” would result in a “‘squeeze” 
of the retailer’s margin because of the 
lag in price adjustments from raw ma- 
terials to finished consumer goods. Par- 
ticularly in situations in which a re- 
tailer’s prices during the basic period 
were computed on the basis of purchases 
made weeks or even months in advance 
of the price “freeze,” the merchant’s 
margin might be seriously affected if 
steps were not taken to relieve him. In 
cases where the replacement cost of 
merchandise would cause losses on the 
retailer's part, every agency from the 
producer to the retailer is required to 
absorb his fair share of the burden. 

To attempt a just apportionment of 
the “freeze” and to eliminate costly 
practices increasing distribution costs, 
conferences are held by the Wartime 
Prices and Trade Board with distribu- 
tors dealing with particular commodi- 
ties. In one of the first cases to be dealt 
with, shoe retailers complained that the 
cost of leather shoes had advanced 15% 
beyond the wholesale price of shoes sold 
during the period in which the ceiling 
was established. If this entire increase 
were passed on to the retailer, it would 
have left him with an insufficient operat- 
ing margin. The difficulty was met by 
apportioning the 15% ‘“‘squeeze”’ in the 


? Order in Council, P. C. 8528. 
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following manner: the primary pro- 
ducer’s margin was cut 7%, the manu- 
facturer’s margin was cut 4%, and the 
wholesaler and retailer absorbed a 4% 
cut between them. A similar scaling 
down of margins has been made on other 
products where increases in the prices 
of raw materials have not been fully re- 
flected in the prices retailers charged in 
the basic period. 

If the “squeeze” is too great to be 
absorbed by the various stages of distri- 
bution, the Board may subsidize the 
primary producer in order to maintain 
ceiling prices. Only essential commodi- 
ties are eligible for subsidy payments. 
Up to June 8, 1942 total subsidy pay- 
ments of more than $7,000,000 had been 
made to producers. To relieve the pres- 
sure on domestic producers and particu- 
larly on importers, an appropriation for 
subsidies of $50,000,000 is being asked 
for the next fiscal year. 


Price Ceiiine Is INDIVIDUAL 
in NATURE 


The price ceiling established on De- 
cember I, 1941, is individual in nature; 
that is, it applies to each individual 
store, department or branch on the basis 
of its own prices for each separate kind 
and quality of goods and services sold 
during the “basic period.” In effect, the 
low-price stores may not increase their 
prices to the level of the higher priced 
stores. Individual differences in operat- 
ing costs are still to be reflected in vary- 
ing prices even under the price ceiling. 
If the regulations are enforced literally, 
stores using certain articles as price 
leaders must continue to sell these com- 
modities at relatively low prices for the 
duration of price control. Actually some 
of the large variety chains, who have 
proved that articles were being sold far 


* Canada, Economic Conditions, Foreign Commerce 
Weekly, July 18, 1942, page 15. 


below their normal markup during the 
“basic period,” have secured permission 
for small price increases on very un- 
favorably priced articles. 


Pricinc NEw AND SEASONAL 
MERCHANDISE 


New merchandise and seasonal mer- 
chandise not on sale during the basic 
period present another problem to price 
control. Such merchandise does not have 
a basic-period price to establish as a 
ceiling. To meet this situation the regula- 
tions provide that the price charged 
must not be more than the highest price 
charged for substantially similar goods 
during the basic period. Any new article 
similar to old articles and meeting simi- 
lar standards of manufacture cannot be 
sold for a higher price than the old 
model or design even though the style 
and appearance are different. To leave 
a loophole for new models would, of 
course, invite evasion. This regulation 
was applied to the sale of 1942 models 
of automobiles shortly after they ap- 
peared on the market in the fall of 1941. 
Since the Board felt that automobile 
manufacturers had not made any 
changes in the new cars affecting their 
intrinsic value to any marked degree, 
the prices of the 1942 cars were ordered 
reduced to the price levels in effect on 
the last 1941 models sold. 

In order to prevent suppliers of goods 
and services from avoiding the spirit of 
the law, they are not permitted to give 
the consumer less value for his money by 
lowering the quality or intrinsic value 
of what they sell. This ruling will un- 
doubtedly be difficult to enforce on the 
thousands of brands of commodities on 
the market today. When war priorities 
have made certain ingredients unobtain- 
able and manufacturers have had to 
substitute inferior ingredients, this rul- 
ing could not be enforced. 
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Prices OF IMPORTED AND 
ExportTeD Goops 


Control of prices of imported goods 
from countries not operating under a 
price ceiling requires special considera- 
tion. In order to maintain the present 
level of retail prices a special agency, 
The Commodity Prices Stabilization 
Corporation, has been set up to deal 
with imports. To prevent foreign price 
increases from puncturing the Canadian 
ceiling, this organization may recom- 
mend any of the following steps: (1) A 
reduction in import duties to offset the 
higher cost of foreign goods. (2) A re- 
duction in import taxes originally passed 
to discourage the importation of foreign 
goods and to conserve exchange. (3) The 
purchase of commodities outright in 
order to resell them to the normal dis- 
tributors at less than cost to the govern- 
ment. It is felt that, in these circum- 
stances, the government may properly 
bear a share of the burden in the form of 
a subsidy. However, any good being im- 
ported is not eligible for a subsidy if it 
can be obtained in Canada in reasonable 
quantities. 

The increase in foreign prices, particu- 
larly on goods imported from the United 
States, has created a serious problem in 
the control of import prices. The rapid 
price increase on American imports be- 
fore the adoption of ceilings in the 
United States made it difficult for the 
W.P.T.B. to keep subsidies abreast of 
the need for rapid change. If inflationary 
tendencies had continued unchecked in 
the United States for many more months 
after December 7, the entire Canadian 
price control program may have been 
seriously threatened. In particular, the 
size of the subsidies necessary on large 
American imports might have very seri- 
ously taxed the financial resources of the 
Canadian government unless the general 


level of prices were allowed to increase 
in Canada. 

On the other hand, the sale of goods 
for export is not controlled as regards 
price. Since Canada desires to obtain as 
much foreign exchange as possible, goods 
on the export market may be sold for 
what they will bring. However, if export 
prices become very attractive as com- 
pared with domestic prices, the W.P.T.B. 
may take positive steps to insure that 
an adequate supply is available for 
domestic consumption. This can be done 
by limiting the amount of the total 
production that may be exported. 

Higher prices in the United States 
have, in recent weeks, drained a large 
share of Canadian beef from domestic 
consumption. Without export control 
there is the danger of so large a propor- 
tion of beef being exported that there 
will be a shortage on the domestic mar- 


ket. 


SUPPLEMENTARY PrRIcE CONTROL 
MEASURES 


Before the over-all retail price ceiling 
was put into effect and in order to reduce 
consumer purchases of durable goods, 
restrictions were placed on credit sales in 
Canada. In October, 1941, down pay- 
ments on many types of consumer goods 
were set at a minimum of one-third of 
the total cash price, the balance to be 
paid in a maximum of twelve months.‘ 
Later orders forbade a trade-in to be con- 
sidered as part of the down-payment for 
any article excepting in the purchase of 
an automobile. Charge accounts not paid 
10 days after the due date must be 
classed as delinquent and are subject to 


‘The down payment of furniture, one of the items 
affected, was later reduced from 33% to 10%. The 
credit restrictions so reduced sales that manufacturers’ 
production costs increased to a point which would 
have necessitated a large subsidy to maintain the ceiling. 
Credit terms were relaxed to increase sales again and 
thus lower costs of production. 
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interest charges. In order further to dis- 
courage credit purchases, merchants 
must quote cash prices as less than credit 
prices by the amount of the minimum 
financing or carrying charge.® 

It is the intention of the W.P.T.B. to 
ration goods in the event of shortages 
which may threaten to interfere with an 
equitable distribution of available sup- 
plies. Since April 1, 1941, gasoline has 
been rationed to Canadian motorists. 
Most motorists were given Class A book- 
lets entitling them to an average of five 
imperial gallons a week, the amount 
varying slightly with the relative horse- 
power rating of the car. Recently the 
gasoline ration was cut in all but the 
Prairie Provinces which are supplied by 
the Alberta oil fields. In British Colum- 
bia, Ontario, and Quebec it now stands 
at four gallons, while in the Maritime 
Provinces loss of tankers has forced the 
ration to be cut to two gallons. Origi- 
nally gasoline rationing was prompted 
not so much by the shortage of available 
gasoline as by the necessity of conserv- 
ing foreign exchange due to Canada’s 
unfavorable balance of trade with the 
United States. Tires and tubes are only 
sold to essential users. 

After a period of somewhat unsuccess- 
ful voluntary sugar rationing, coupons 
were issued on July 1 allowing each in- 
dividual one-half pound per week. In 
addition, tea and coffee are now ra- 
tioned. 


ADMINISTRATIVE ORGANIZATION 
FOR Price ConTROL 
The administrative organization of the 
Wartime Prices and Trade Board is of 
interest. The Board, consisting of eleven 
members with Donald Gordon as chair- 
man, is responsible to the Dominion 


* Wilson, Kenneth R., Price Control in Canada, book- 


let issued by the Wartime Prices and Trade Board, 
December 1941. 


Minister of Finance. The members rep- 
resent the several governmental depart- 
ments most directly concerned with 
price control, namely: Agriculture, Fi- 
nance, Labour, Munitions and Supply, 
National Revenue, Trade andCommerce. 

For each commodity or commodity 
group in Canada the Board has ap- 
pointed an administrator. Some Com- 
modity Administrators have been 
grouped under a Coordinator for more 
cohesive contact with the Board, e.g. 
textiles and clothing, foods, pulp and 
paper. In addition to Commodity Ad- 
ministrators, who deal primarily with 
producers and manufacturers, there are 
Trade and Services Administrators, who 
deal with such areas as: retail trade, 
wholesale trade, services and rentals. 

The enforcement of the price control 
regulations is expedited through thirteen 
regional offices set up in key cities in 
Canada.° Prices and Supply representa- 
tives, who represent both the Wartime 
Prices and Trade Board and the War- 
time Industries Control Board in the 
thirteen key cities, are in reality branch 
officers of the Prices Board with respect 
to price control and supply. They deal 
directly with the Board, handle local 
problems and inquiries, and cooperate 
with the Administrators mentioned 
above. 


ENFORCEMENTS 


Dealers in all goods and services in 
Canada are licensed by the W.P.T.B. In 
addition to being used as an enforcement 
device, licensing is used to obtain a 
complete mailing list of all merchants 
and other business organizations so that 
the Board may inform them of new 
policies. If a firm fails to comply with 
any order or regulation of the Board, its 

® Vancouver, Edmonton, Regina, Winnipeg, Toronto, 


London, Brockville, North Bay, Montreal, Quebec, 
Saint John, Halifax, and Charlottetown. 
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license to remain in business may be sus- 
pended or cancelled. Where only a minor 
violation has been made, the license to 
operate the business may be suspended 
for a short period of time as a penalty. 
In addition, serious offenders may be 
prosecuted by the courts with the con- 
sent of the Board or of the Attorney 
General of any province and on convic- 
tion are liable to penalties up to a fine of 
$5,000 and imprisonment for any term 
not exceeding two years.’ 

Very few violations have resulted in 
court prosecution; in most cases, either 
warnings have been issued or licenses to 
operate a business suspended for a short 
period. In the first few weeks of price 
control, ignorance of all phases of price 
control by merchants was responsible for 
a large share of the violations. In the 
event of wilful violation of any price 
control order, Canadian regulations 
make the buyer as well as the seller liable 
for punishment. 

The W.P.T.B. employs investigators 
to watch for violations and to check 
prices, but this type of verification can 
at best be merely a token check on all 
establishments. To aid in the detection 
of violations, the public is encouraged to 
report any infraction to the regional 
offices of the W.P.T.B. However, before 
charges are made, the reported violation 
is carefully checked by representatives of 
the Board. 


Major Errects oF Price Controu 


The effects of price control on dis- 
tribution in Canada have been most 
marked in the following two directions: 

(1) Reduction in services—As a whole, 
smaller margins and smaller volume of 
sales in certain lines are inducing distrib- 
utors to eliminate many costly competi- 


7 Wilson, Kenneth R., Price Control in Canada, book- 
let issued by the Wartime Prices and Trade Board, 
December 1941. 


tive practices which have tended to in- 
crease the cost of doing business in 
recent years. Although some services 
have been curtailed voluntarily, the 
Board has found it advisable on several 
occasions to speed the process by re- 
stricting some services by order. 

The campaign to save gasoline and 
tires has aided the curtailment of retail 
deliveries. Large department stores have 
reduced the number of deliveries as well 
as the geographic area in which they will 
send their trucks. For example, before 
the advent of price control, two large 
and highly competitive department 
stores in the city of Winnipeg main- 
tained twice daily deliveries even in sub- 
urban Winnipeg at a considerable ex- 
pense to the stores. Since the adoption of 
price control, deliveries have been cut to 
once a day in most parts of the city, and 
limited to two or three times a week in 
outlying suburban areas. In addition, 
many grocery and drug stores, particu- 
larly the chains, have eliminated retail 
deliveries entirely in order to reduce 
costs. Recently the Board issued an 
order forbidding deliveries of any orders 
totalling less than one dollar. 

The W.P.T.B. has also restricted the 
costly practice of allowing unrestricted 
customer returns. Stores are now forbid- 
den to accept any returns of merchan- 
dise kept by the customer for over twelve 
days. In addition, a merchant cannot 
send his truck to pick up merchandise 
which the customer desires to return; 
the buyer must bring it back himself. An 
exception is made of bulky articles which 
cannot be carried to the store. 

Wholesalers, in order to continue oper- 
ation with reduced margins, are also 
restricting their services to retailers. 
Many wholesalers refuse to send out 
special fill-in orders to retailers and are 
reducing the number of regular deliveries 
made. Broken case orders are frowned 
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upon and the customer is being educated 
to buy in larger quantities and to antici- 
pate his needs in advance of regular calls 
by the wholesaler’s salesmen. 

Many merchants have expressed sur- 
prise at the generally cooperative atti- 
tude that customers are taking toward 
the restriction of services. It appears 
that the buyer is accepting new incon- 
veniences as a part of his contribution 
to the war effort on the home front. 

Many reductions in services have been 
adopted on a city wide plan by a volun- 
tary agreement among merchants. In 
some cases reluctance of a few merchants 
to agree to restrict a service has necessi- 
tated an order by the W.P.T.B. forbid- 
ding the practice. The restriction of 
services has offered one of the most fruit- 
ful ways of reducing distribution costs 
as yet. 

(2) Standarization of  articles—In 
order to cut manufacturing costs, pro- 
ducers of many articles have been 
ordered to reduce the number of styles 
and designs to a minimum. New models 
and designs of many types of goods have 
been discouraged as a part of this policy. 
The number of colors of women’s stock- 
ings has been limited. Similarly, the 
number of designs of men’s stockings 
has been reduced so that “loud’’ pat- 
terns are no longer being manufactured. 
Other products for which the number of 
types have recently been restricted in- 
clude furniture, bathroom equipment, 
boilers, heaters and water tanks, steel 
drums, office equipment, bicycles, lug- 
gage, and writing papers. 

Although Canada’s price ceiling has 
been in effect only for a short period, it 
has enjoyed a reasonable measure of suc- 
cess so far. Its effectiveness as a brake on 
inflation is indicated by the fact that 
Canada’s official cost of living index has 
remained relatively stationary since 
price control as adopted. Table I shows 





Tasce I. Cost or Livino IN THE 
Unitep STaTEs AND CANADA 
DECEMBER I194I-JUNE 1942 











(1935-1939 100) 

Date Canada United States 
1941 December 115.8 110.5 
1942 January 115.4 112.0 

February 115.7 112.9 

March 115.9 114.3 

April 115.9 11$.1 

May 116.1 116.0 

June 116.7 116.4 











the cost of the living index stood at 
115.8 in December 1941 and has risen 
since then to 116.7 in May 1942.8 The 
cost of living declined slightly in January 
following the imposition of the ceilings. 
During the same period the U. S. Bureau 
of Labor Statistics cost of living index 
advanced from 110.5 to 116.4 (see ac- 
companying table). The Canadian effort 
at price control is more far-reaching than 
the American due to the fact that wages, 
rents, and nearly all agricultural prices 
are also frozen. 

However, a very real threat hangs 
over Canadian price control if the cost of 
living does rise. As a provision of the 
wage control plan, the total compensa- 
tion paid to the rank and file of em- 
ployees in Canadian industries includes 
a cost of living bonus which is governed 
by fluctuations in the official cost of 
living index. No changes in this bonus 
are made, however, unless the official 
index has changed an entire point. If 
price control is not effective, an increase 
in the cost of living may start an infla- 
tionary spiral by resulting in general 
wage increases. By June, however, the 
index had risen perilously close to an 
entire point. 

On the whole, cooperation by produc- 
ers, middlemen and retailers has been 

8 Note: Increases in excise taxes are not included as 


prices increases in the computation of the official cost of 
living index. 
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better than contemplated. In some cases 
more equitable division of small margins 
between producers, middlemen, and re- 
tailers due to the “squeeze” has taken 
place voluntarily. In other cases the 
Board has had to exert considerable 
pressure to secure a more just allocation 
of the “squeeze.” The cry for subsidies, 
however, is increasing as shown by the 
fact that $50,000,000 is asked for sub- 
sidies for the next fiscal year in order to 
relieve hard pressed distributors in cer- 
tain lines. Undoubtedly the imposition 
of the price ceiling has resulted in a re- 
duction of operating margins that has 
been particularly severe in low-margined 
lines such as groceries. 

Although Canada froze the prices of 
all important services in the original 
order, the problems of enforcement are 
admittedly much more difficult in this 
sphere. For example, it is difficult to 
establish or to prove reductions in the 


service given or the quality or quantity 
of food sold in a restaurant meal. 

It also appears to be much more diffi- 
cult effectively to police the small store 
than the large establishment. Intimate 
acquaintance with customers and the 
lack of printed advertisements makes 
evasion by the small store much more 
difficult to detect. It has been reported 
that small stores are able to avoid credit 
restrictions by practicing various subter- 
fuges. One method of evasion is accom- 
plished by the “renting” of a commodity 
to a trusted customer until the required 
minimum down-payment has been ac- 
cumulated. 

Although Canadian price control has 
not experienced the dire consequences 
predicted by some economists, many feel 
that the real test is yet to come, as 
shortages in some commodities appear 
in wide areas and the danger of “‘black”’ 
markets increases. 











THE RELATION OF MARKET RESEARCH TO 
POST-WAR PLANNING 


JOHN T. ANDERSON 
The American Rolling Mill Company, Middletown, Ohio 


Eprror’s Nore: Although plans for the post-war world 
necessarily take second place in today’s crisis, they rightly 
are receiving much careful thought. The following two 
articles discuss two aspects of the marketing man’s place 
in making and executing these plans. 


NY DISCUSSION of post-war planning 
must certainly begin with an ac- 
knowledgment of our urgent responsi- 
bility of the moment—to win this war. 
Without that, the task of planning will 
not be ours to do. Nevertheless, it seems 
evident that planning for the future is 
closely bound up with the war program 
itself. It represents the motivation for 
the whole struggle. 

A very large share of the responsibility 
for post-war planning falls on the shoul- 
ders of the marketing profession. When 
this war is over, our ability to produce 
will be unquestioned. At that time, our 
ability to distribute will get its most 
severe test. That is why we must prepare 
now to meet that challenge. If we fail to 
meet it, our failure may signal the end of 
the private enterprise system as we know 
It today. 

To meet this economic challenge, I 
believe that we, as marketing men, must 
broaden our working horizon. Included 
in our extended range of activity should 
be more attention to serious investiga- 
tion and study of our fundamental eco- 
nomic principles and procedures. This is 
especially true at the present time. We 
should all renew our acquaintance with 
the definition of marketing adopted by 
our own organization. Marketing is there 
defined as “the study of a// problems 
relating to transfer and sale of goods and 
services from producer to consumer.” 
That definition is certainly broad enough 


to cover the kind of investigation re- 
ferred to in this paper. How can a scien- 
tific approach be made to the broader 
type of study in relation to post-war 
planning? I think it involves three basic 
steps: 


1. What shall be the objectives of our 
nation’s economic system? Not just for 
the post-war period, but from the long 
range viewpoint? 

2. Why have we failed to reach those ob- 
jectives in th~ ast? 

3. What definite programs of action can be 
planned to attain out desired objec- 
tives? 


In the past there has been a decided 
tendency to concentrate on the third 
step at the expense of the first two. Pro- 
grams of action are much mote likely to 
succeed if we are sure that our guide 
posts are leading us in the right direc- 
tion. These three questions, as they are 
related to post-war planning, will be 
considered in the order given, and al- 
though a complete analysis is not pos- 
sible here, a few suggestions for further 
study will be listed under each one. 
Hence, it is the purpose of this paper to 
encourage a sense of exploration, to pre- 
sent a few hints of possible things to 
come, and to discuss some of the respon- 
sibilities and opportunities for marketing 
men in the post-war economy. 


Tue Nation’s Economic Goa. 


First, what is our economic goal as a 
nation? This can be stated quite simply. 
Basically, we want to achieve full em- 
ployment of our people, our resources 
and our productive machinery—and to 


115 








116 


THE FOURNAL OF MARKETING 





do it without abandoning our demo- 
cratic principles. Furthermore, we do not 
wish to consider employment itself as 
the end, but only as a means to the ulti- 
mate end of raising the general standard 
of living. There seems to be little argu- 
ment among any of our social or eco- 
nomic groups regarding the desirability 
of these goals; but we all want some one 
else to make the first move toward their 
accomplishment. 

Obviously, such a stale-mate must end 
some time if we are ever to progress. It 
seems logical that this war emergency— 
with its industry-government coopera- 
tion has brought with it the psychologi- 
cal opportunity for all really interested 
groups to join in the necessary partner- 
ship which is the first step toward a 
more sensible and workable democratic 
economy. Studies which have been made 
of the mental state of the nation defin- 
itely show the need for this national 
partnership toward common goals. 

Several organizations are maintaining 
a continuous inventory of the nation’s 
mental health. One that comes particu- 
larly to mind is a survey made by the 
Psychological Corporation of New York 
City. An attempt was made by this 
group to uncover some of the present 
causes for the apparent lack of enthusi- 
astic unity among the people. Several 
illuminating reasons were uncovered. 
Chief among them was an overwhelming 
fear of the future—uncertainty and 
doubt about the quality of our business 
leadership to prevent a catastrophic 
slump at the close of the wartime econ- 
omy. For example: 


69 per cent thought they would be worse 
off economically at the end of the war than 
they are now. 

74 per cent thought there would be fewer 
jobs. 

When questioned as to who could do the 
best job of straightening things out after 


the war 47 per cent favored the Government 
in Washington and only 25 per cent favored 
business leaders. 


This is certainly no vote of public 
confidence in business leadership, or in 
the power or adaptability of our free 
enterprise system to bring us out of the 
post-war emergency. One of the signifi- 
cant reasons for this, from our point of 
view, has been brought out in another 
survey, one of the Fortune polls. It in- 
dicated that a large majority of our 
business executives themselves believe 
that the private enterprise system is 
doomed. If those responsible for the sys- 
tem have no faith in its future, how can 
we expect those who depend on these 
leaders to have faith? Nevertheless, in 
the face of all these discouraging factors, 
I firmly believe that the public would 
welcome a stronger and more courageous 
leadership on the part of business. A 
definite program of action, steamlined to 
meet the realities of the age, would find 
ready acceptance among the great ma- 
jority of the people. 


Past DIFFICULTIES 


Having set out goals, and suggested 
that the time was right for a meeting of 
the minds regarding ways and means of 
reaching those objectives, let us take the 
second step and examine the reason for 
our failure to use our full capacities 
in the past. Obviously, we cannot here 
attempt a complete analysis, but we 
can examine one of the fundamental 
economic reasons for not having achieved 
more complete production, with its 
accompanying utilization of our human 
and material resources. That is, the 
failure to so diffuse our purchasing 
power that we can consume all we 
are capable of producing. The discus- 
sion of this problem, which is closely 
related to the field of marketing, will be 
confined to just one theory that has 
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gained rather wide acceptance among 
some economists in this country and in 
England. This theory locates the seat of 
the trouble in the “‘drying up of invest- 
ment opportunities” or in the “fluctua- 
tions in the volume of real investment.” 

National income represents the dol- 
lar value of our productive efforts. By 
contributing our individual labor and 
brains to this total effort, we acquire a 
claim against that total income. Since 
we have a money economy, that claim 
takes the form of dollars and cents which 
we are free to use as we see fit. The 
amounts we decide to spend, or are 
forced to spend, may take all of our in- 
come. If some is left over, it takes the 
form of savings of one kind or another. 
These savings, in turn, are borrowed by 
business men and used to further in- 
crease our productive machinery, and 
hence, our ability to produce. On the 
face of the situation, it would seem that 
the only limit to our national income is 
our ability to produce. 

What, then, has been the “monkey 
wrench” in the machinery, that causes 
depression breakdowns in this appar- 
ently self-generating economy? First, it 
has been caused by the end results of an 
unequal distribution of income. In 1929, 
45 per cent of our national income went 
to one-tenth of the nation’s families. 
Obviously, this group could not spend 
all of that income for current living ex- 
penses. Hence, great sums of this went 
into savings, and did not contribute, for 
the moment at least, to the increase of 
general purchasing power which is so 
necessary to the self-generating princi- 
ple. There is no intent to imply that 
these savings are unnecessary. They are 
certainly needed to supply the capital 
for the increase in our productive ma- 
chinery. But when they are so heavily 
concentrated, something happens to 
them, as we shall see later. 


Let us stop there for a moment and 
see what is happening to the other 
groups in the system. The middle class 
plows part of its share of the purchasing 
power back into the system and makes 
whatever efforts it can to add to savings. 
But the large portion of the population 
in the low income brackets must use its 
small per cent of the total income for the 
barest consumer necessities, and can con- 
tribute nothing to stimulate durable 
consumer goods. It can even consume 
much greater quantities of non-durable 
consumer goods. 

This lack of the power to purchase, 
which becomes more acute as we de- 
scend the economic scale is the very fact 
that causes production to lag, because 
markets can not be found for the prod- 
ucts we can turn out. And the lag in 
production is the cause of the inability 
of the masses to purchase. It appears to 
be a vicious circle, if we depend on auto- 
matic adjustments. 

Going back to the high propensity for 
saving among the upper income groups, 
it is possible to find another factor that 
has an inhibiting influence on the sys- 
tem. If the large sums of money which 
are thus saved were actually plowed back 
into additional capital goods for more 
production, and hence more employ- 
ment, we would have a partial solution 
to our vicious circle. However, great 
sums of these savings go into financial 
institutions which, by their very nature, 
are looking for the “gilt-edged” type 
of investment, and not the “venture 
capital” type which represent (in large 
measure) the basis of an expanding pro- 
duction. 

We have tended to judge all invest- 
ments by comparison with our largest 
and most profitable enterprises. Cer- 
tainly those seeking “venture capital’ 
cannot meet that kind of competition. 
There are not enough so called “‘safe” 
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investmeats to absorb all the excess sav- 
ings. For the most part, the large profit- 
able business enterprises tend to become 
conservative. And by their own testi- 
mony before the T.N.E.C., a substantial 
part of their new capital requirements 
are obtained from their own surplus 
profits. These companies do not go into 
the capital markets extensively. 

The point is, that because of our un- 
equal distribution of income and the 
changing characteristics of our capital 
markets, it looks as though we have 
tended to stabilize, or restrict, at a point 
far short of complete utilization of our 
resources. Because of these missing links 
many of our economists are of the opin- 
ion that full employment and a well- 
distributed high level of income are so 
important socially and economically 
that it is necessary to take intelligent 
steps to realize the objectives of full 
production. It is obvious that we can 
produce. But certainly our distribution 
mechanism needs the application of some 
sound thinking, not only to its basic 
nature, but also to its actual perform- 
ance efficiency. That is why I said at the 
beginning of this paper that marketing 
men have a tremendous responsibility. 

All of this by no means implies that 
the private enterprise system, as such, 
must be scrapped. It does seem as though 
certain parts of the machinery have be- 
come a bit rusty, but there is every 
reason to believe that intelligent action 
will put it in top working order for the 
post-war period. In fact, it is the flexi- 
bility of the private enterprise system 
which makes it the hope of a free world 
economy. 

It is obvious that the above theory 
does not represent the one and only im- 
maturity of the economy. There are 
others equally important which must be 
taken into account when setting up our 
guide posts for the post-war world. The 


above illustration was used to indicate 
the type of fundamental thinking which 
marketing men should now be doing. 
Thinking which should eventually lead 
to specific recommendations for im- 
provement. 


Over-ALL PLANs 


We have now arrived at our third 
point—what are some of the over-all 
programs of action being considered? 
Up until a short while ago, most of the 
planning was being done in govern- 
ment circles. In recent months, however, 
there have been many encouraging signs 
that industry is beginning to realize the 
need for post-war planning. Many pri- 
vate corporations, trade associations, 
and business organizations are setting up 
special committees to work on plans that 
can be put into effect when D-Day ar- 
rives. An idea of the variety of organiza- 
tions that are engaging in this type of 
activity can be had in a booklet titled, 
Post-War Planning in The United States 
written by George B. Galloway for the 
Twentieth Century Fund. 

Since our object in this paper is to 
present only a few of these proposed 
post-war programs, we shall treat one 
that is merely an extension of a policy 
which was in effect during the ’thirties, 
a second one that is new and revolu- 
tionary, and a third one which describes 
the type of planning industry itself is 
now working on. These, and the myriad 
others that are being proposed, should 
be carefully studied by marketing men. 
They should be analyzed as to their 
probable effects on markets and market- 
ing. From all these varied proposals, it 
should be possible to synthesize a pro- 
gressive plan that will maintain the es- 
sential freedoms of our system and at 
the same time accomplish our desired 
objectives. 
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GOVERNMENT INVESTMENT 


The first of the three developments 
mentioned above is a concerted program 
of government investment. Basically, 
this is an enlightened program of public 
works. Because it was necessary in the 
thirties to get under way in a hurry, the 
subject of public works as an economic 
stimulus was not carefully worked out in 
advance, and the program left much to 
be desired. Now, however, there is a 
background of eight years’ experience 
which should serve as a yardstick for 
future policies. 

One of the favorable signs in this re- 
spect is the work of the National Re- 
sources Planning Board. This agency is 
responsible for building up a carefully 
planned shelf of Federal projects which 
it is intended shall always be maintained 
for a six-year period ahead. Several 
months ago a new agency called the 
Public Work Reserve was set up to en- 
courage the same kind of planning among 
states, counties, and municipalities. Al- 
though not much has been heard of this 
organization recently, it will probably 
be brought to life a little later. 

There is another, and perhaps broader, 
change in the concept of public works 
now being considered in Washington. 
The theory is that the government 
would undertake a long-range plan of 
large scale investment in certain stra- 
tegic areas of the economy. These areas 
would be ones in which the government 
has, at times, participated and which 
are now sadly in need of capital outlays. 
A few of the most evident fields are: 
urban redevelopment, modernization 
of transportation and river and harbor 
developments. The purpose is two-fold: 
First, to make some needed changes in 
certain fields where private initiative 
seemed to be at a standstill. Second, to 
Stimulate full employment by this in- 
vestment in capital goods and ‘services. 


While all of this should mean that our 
future public works programs will be 
more carefully conceived and efficiently 
carried out, it seems doubtful that such 
a scheme can be more than a balance 
wheel to help the economy to maintain 
a desired level of income. And even its 
ability to do this is open to question, 
especially if it is the only step taken. 
Since the start of the war effort, we have 
seen the breath-taking number of billions 
it takes to stimulate the economy to high 
levels of income. Granted that the 
throttling of much normal buying power 
is a factor, it still requires more billions 
than we can afford over a long period of 
years. 


THE GUARANTEE OF MARKETS 


The next program is the very novel 
“market guarantee program” which is 
designed to assure private enterprise that 
it can sell all it can produce. This idea 
has sufficiently crystallized to take the 
form of a bill—H. R. 7504, introduced 
in the House by Congressman Jerry 
Voorhis of California. Much of the back- 
ground for this proposal stems from the 
writings of Mordecai Ezekiel, the eco- 
nomic adviser to the Secretary of Agri- 
culture. Dr. Ezekiel’s principal thesis is 
that if such agencies as A.A.A. and 
N.R.A. can be set up to achieve arti- 
ficial scarcity, why cannot similar in- 
struments be used to achieve maximum 
production? He says, in part, that since 
it is so widely recognized that a high 
income depends on full production, we 
should provide the necessary mecha- 
nisms to guarantee full production—all 
within the limits of the private enter- 
prise system. 

Mention was made some time back 
about the vicious cycle that the system 
gets into because income and production 
get out of step with each other. The 
proponents of the above measure reason 
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somewhat in this manner. The cycle 
occurs when producer A would like to 
produce and sell more goods and hire 
more men, but does not do so because 
he has no assurances that other pro- 
ducers throughout the economy would 
do likewise. If they would all expand 
simultaneously, the increased income 
generated would absorb the increased 
production. But because the spark to 
set this machinery in motion is lacking, a 
stalemate occurs and we have depres- 
sions. There is also the above-mentioned 
tendency to stabilize below our true 
production potential. This ‘market 
guarantee program” hopes to furnish 
that spark to set things in motion at a 
high level of activity. 

While it is not necessary here to ex- 
amine all the minute details of this pro- 
posal, we can look at some of the princi- 
pal methods involved. The act, as it was 
introduced, was called the Monopoly 
Control Act and has also been known as 
the Industrial Expansion Act. The 
agency which would control its operation 
is to be called the Monopoly Control 
Commission, and would be appointed by 
the President with the approval of the 
Senate. Tie members are to represent 
large and small business, labor, agricul- 
ture, and consumers. 

The act is to apply to industries con- 
sidered monopolistic and perhaps certain 
other “key” industries. There is some 
doubt as to which are in the latter 
classification; but they would probably 
be those sensitive industries that have 
a high degree of correlation with na- 
tional income. Relation of man hours to 
value of product may also be a consid- 
eration, in order to give all possible en- 
couragement to high labor-consuming 
industries. In addition to those industries 
specifically brought under the control of 
the act, other industries can come under 
its provision if 70 per cent of the em- 


ployers and employees vote to do so. 
Selling prices would come under the 
scrutiny of the Commission to assure 
consumers that prices will reflect tech- 
nological improvements and other ef- 
ficiencies that should logically lower 
costs of production. Such benefits are to 
be passed on to consumers in order to 
increase demand and raise the standard of 
living. Closely associated with this is the 
provision for rates of profit. Section 6 of 
the act states: ““Maximum prices are to 
be set at such levels as will yield to par- 
ticipating industries a rate of profit on 
their used and useful assets equal to the 
higher of the following standards: 


(1) The average earnings of business in 
competitive industries over the past 
20 years, or 

(2) Such earnings as will be necessary to 
assure efficient businesses in the in- 
dustry the availability of private 
capital for their future expansion in 
capital equipment.” 


Provision is made for setting up indus- 
try councils similar in many respects to 
the N.R.A. set-up. These councils would 
give equal representation to manage- 
ment, labor, and the consumer. It would 
be the duty of the councils to set the 
annual maximum and minimum quotas 
for their industries, in line with the 
master plan of industrial expansion to 
maintain national income at high levels. 
The quota would be divided among the 
producers on the basis of past perform- 
ance, and provision is made for new 
businesses to enter the market. 

The attempt would be to guarantee 
the production of so many units in key 
industries at the desired level of income. 
The stimulation thus provided would 
seep through to all industries and ac- 
complish the desired purpose of raising 
the total production and, hence, income. 
This, in turn, would furnish the means 
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of purchasing the increased output so 
guaranteed. 

It is recognized that certain lags would 
occur and that balance would not always 
work out as effectively as is hoped for. 
Hence, the bill authorizes the establish- 
ment of a Production Insurance Cor- 
poration. This organization would agree 
to purchase any unsold surplus of these 
key commodities at the end of the year. 
In order to provide proper incentive for 
the industry to sell the complete quota, 
the surplus would be bought at a price 
which would yield no profit. In addition, 
there would be a possibility of deducting 
the surplus from the next year’s quota. 
There are several other ways suggested 
to get rid of this surplus. One of these 
is to put the products in the hands of 
relief families by a plan similar to the 
food stamp idea which is using some of 
our surplus agricultural products. 

The fundamental idea behind this 
novel measure is to provide the neces- 
sary spark to balance production and 
consumption. At first glance it appears 
rather simple, but a closer study reveals 
many serious difficulties. However, the 
point is that this and other new ideas 
of like nature should not be carelessly 
cast aside without careful study. 


STUDIES BY INDUSTRY 


The third item in our consideration 
of planning ideas is a method being 
used by industry itself and is definitely 
tied in with our objectives of maintain- 
ing a high national income. Studies of 
this type are being made by several cor- 
porations and business organizations, 
and they represent the initial step in a 
comprehensive business program for 
post-war expansion. 

The principal task that our economy 
will face after the war will be to find 
enough private business activity to re- 
place the 50 or 60 billion dollars being 





spent annually for war production. Spe- 
cifically, this breaks down into such 
problems as: finding jobs for the 25 or 
30 million workers who will have to be 
taken off of war work, completing the 
job of industrial conversion as rapidly 
as possible and maintaining our income 
level. The accomplishment of these 
things will be speeded considerably if 
industry will set itself the proper goals, 
and it is this initial task that we are 
concerned with. 

Fundamentally, the procedure being 
used at present follows these steps: 

(a) Construct a statistical picture of the 
probable structure of the economy at 
the end of the war. This should be 
principally an analysis of the national 
income and national gross product. (It 
may not be necessary for each indi- 
vidual company to do this, as several 
agencies are working on the problem. 
However, it will be necessary to make 
adjustments and reconciliations be- 
tween the various estimates.) 
Determine the relationship that has 
existed historically between the sale of 
your industry’s products and national 
income. This can be done initially by 
simple graphic correlation analysis, 
and the methods can be refined as the 
need arises. 

If a close correlation is discernible, 
project your possible production fig- 
ures to the higher levels of income. 
Decide on the set of conditions and 
level of national income outlined in 
step (a) you think most likely to exist 
in the immediate post-war years, and 
correlate this with the calculated pro- 
duction of your products under the 
assumed conditions. Make allowances 
for other factors, such as deferred de- 
mand. This becomes the goal for your 
industry. Your desired share of this 
total market then becomes the post- 
war goal for your company. 
(e) With this goal in mind, decide on your 
plans for producing and marketing 
that volume of goods. 


(b) 


(c) 


(d) 
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Naturally, this must be accomplished 
on a wide industrial front if it is to suc- 
ceed without artificial stimulation. As 
this is being written, it looks as though 
one of our business groups will become 
the agent for carrying this out. 


Wuat Marketinc Men Can Do 


Of course, the above procedure is only 
one step in a comprehensive business 
program to follow the war. Listed below 
are a few more suggestions regarding 
further tasks and responsibilities of 
marketing men in this period. They are 
not new or revolutionary; but by making 
a program of them, we help to crystallize 
our purpose and consolidate our efforts. 


(1) Organize a marketing or planning 
committee within your own organiza- 
tion. This is the wisest first step that 
can be taken. For a while, this would 
be a post-war planning committee, 
but it should not be disbanded when 
the emergency is over. For years, 
our business organizations have had 
production control departments; but 
few have had similar groups whose 
responsibility was the efficient mar- 
keting of the products the company 
made or the services they sold. The 
marketing committee should be under 
the guidance of the company official 
to whom the market research depart- 
ment is responsible. And to assure the 
greatest possible coordination, such a 
committee should also have a repre- 
sentative from the production, sales, 
sales promotion, advertising, finan- 
cial, and industrial research depart- 
ments. 


(2) Keep informed about planning activi- 
ties. This refers principally to govern- 
ment planning, since the following 
point concerns private industry plan- 
ning. It seems logical that if we are 
to do a good, forward-looking job 
for our organizations, we must be 


(3) 


(4) 


(5) 


informed about the general trends of 
thought and specific plans considered 
by our government. This is more im- 
portant now than ever before, since 
we are getting deeper into govern- 
mental controls. How can your com- 
pany contribute to, and capitalize 
on, programs such as those envisioned 
by urban redevelopment? How will 
your company and your industry be- 
have under various sets of conditions, 
brought about by government regu- 
lations? 

Be prepared to take part in a private 
industry post-war program. As men- 
tioned before, this development is 
now taking form and more will be 
heard about it soon. In order to pre- 
pare for it, set your goals as outlined 
previously. Other lines of action are 
suggested by the following questions. 
How rapidly can your conversion be 
accomplished? How will the plans 
affect your employees? What will be 
the cost of conversion and how can 
it be financed? What amounts and 
kinds of new capital goods will you 
require? 

Crystallize your general plan of cam- 
paign. Put down on paper what your 
company proposes to do commer- 
cially for a certain period ahead—3 to 
§ years, preferably. This again goes 
back to our 3-point basic program of 
investigation, and to the work of a 
planning committee. A blue print of 
this kind, if closely followed and re- 
vised when conditions demand, makes 
it possible for each division of the 
company to know what is expected 
of it, and to better integrate its work 
into the whole structure. Such a 
definite program, when worked out 
for a segment such as a sales pro- 
motion department, also helps to sell 
your program to management. 

Lay the ground work now for stream- 
lining your distribution. We all need 
to take careful inventory of distribu- 
tion processes in our own company 
and the industry in which we operate. 
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(6) 





Go back, if necessary, to the procure- 
ment of raw materials and see if any 
improvements could be made there. 
And then proceed right on through 
the whole functional set-up direct to 
the consumer and his use of the prod- 
uct. The present situation offers a 
breathing spell in our actual market- 
ing efforts. During this interval we 
can take stock of the situation and 
be ready with improvements when 
the war is over, when we must be 
prepared to serve 133,000,000 cus- 
tomers instead of one. 

Here are some other considerations 

under this heading: What will be 
the effects of increased competition 
spawned by the war expansion? How 
can you meet it most effectively? 
What condition will your sales force 
be in? What changes in distribution 
channels will have taken place? What 
changes will have taken place in 
buying habits, population and mar- 
keting centers? What pricing poli- 
cies will be used? 
Prepare promotion plans that can be 
released when the war ends. This is 
closely related to the two points 
above, but reference is made here to 
more specific plans for new products, 
new uses for old products, new pro- 
motion techniques and projects, etc. 
Plans, as detailed as possible, should 
be drawn up mow, so that when the 
emergency ends we can make an im- 
mediate contribution, not only to the 
whole post-war economy, but also to 
the immediate transition period. 

We should work closely with our 
industrial research departments, mer- 
chandise their efforts, and feed them 
with new ideas for more new prod- 
ucts which our market investigations 
have shown to be feasible. Our atti- 
tude should be something like this, 
“If the war ended tomorrow, what 
specific plans do we have in readiness 
that can be put into effect at once?” 
We should constantly strive to al- 
ways have before us a marketing 


(7) 


(8) 


program that is projected into the 
future, not one that is trying to 
catch up with production. 

Use, and encourage others to use, sci- 
entific methods of analysis in all 
phases of your business. Now, more 
than ever, we should put every effort 
we make under the microscope of 
marketing efficiency. How many new 
products, how many expensive mer- 
chandising pieces, and other elabo- 
rate plans are put out on the market 
without first questioning their need, 
their advisability, or their probable 
results! How many times is our whole 
marketing plan based on hunches 
and faulty information, when it 
would have been so much more effec- 
tive if carefully analyzed and planned! 
In this connection, a wider use of 
check lists is suggested for our market 
studies. After the working outline 
for a survey has been prepared, a 
carefully constructed check list for 
this type of problem affords an excel- 
lent means for making certain that 
you have overlooked no important 
considerations or angles of investiga- 
tion. 

Interchange ideas and techniques. It is 
in this respect that the chapters of 
the A.M.A. can play one important 
role in the general increase in market- 
ing efficiency. Certain chapter meet- 
ings could well be devoted to an in- 
terchange of information on such 
things as sampling techniques and 
psychology of consumer reactions. 
This suggestion does not mean that 
we should reveal the intimate find- 
ings of our market studies. It is easy 
to distinguish between private con- 
clusions and general findings. The 
latter are of value to all, and we 
should not hesitate to pass them 
along to others in the profession. In 
this way, we will not only advance 
the practice of market research, but 
also make a contribution to general 
marketing efficiency. 


(9) Encourage establishment of a national 
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marketing research institute. This ex- 
cellent idea was proposed at the 
A.M.A. convention last December 
by Howard Hovde. Such an organiza- 
tion not only would become a master 
laboratory for the study of the “pure 
science” of marketing, but would also 
promote the wider applications of 
the techniques which they would de- 
vise and perfect. This field of eco- 
nomics has been sadly neglected, 
and such an institution could do 
much to add to the body of organized 
knowledge we need so badly. 

Help to create favorable psychological 
attitudes. This is a fundamental re- 
sponsibility. We all know that de- 
featist attitudes are much too pre- 
dominant for the good of any of us. 
And we all recognize that unless these 
attitudes are changed for the better, 


our markets will be adversely af- 
fected. People who doubt the wisdom 
of the system, and who fear for their 
future, do not behave as free buyers. 
Industry must be personalized. We 
must find a new business vocabulary 
filled with words that appeal to the 
people. We must talk in terms of 
benefits that the individual’s self- 
interest recognizes. We must get 
rid of suspicion and apprehension in 
the mind of the common man, and 
replace them with mutual under- 
standing and confidence. 


In conclusion, a hope is expressed. A 
hope that marketing men will answer 
this challenge of the post-war world. We 
must if our economic freedom is to con- 
tinue and our future peace to have any 
concrete meaning. 

















POST-WAR MARKETING RESPONSIBILITIES 
NEED CHANGED MARKETING 
EXECUTIVES 


ELDON C. SHOUP 
Office of Price Administration, Boston 


AR is the great disillusioner. It 

\ \ changes the lives of everyone, and 
upsets the economy of every country. It 
jolts the thinking of millions of indi- 
viduals out of the tight little grooves 
worn during peace-time years. The 
thinking of marketing men, of both prac- 
titioners and students of the profession, 
is no exception to this experience. 

Thousands of persons in the distribu- 
tion field have had to change to new jobs 
in which the duties and experiences are 
completely new to them. Many pro- 
fessors and researchers as well as many 
from the selling and merchandising 
fields have joined the war agencies. 
Others are teaching purchasing, military 
procurement and trafic management. 
Sales managers have become purchasing 
agents, or personnel managers, or pro- 
duction men. Still others in their old 
jobs have found these jobs so changed as 
hardly to be recognizable. 

The aggregate of these thousands of 
experiences cannot help but change fun- 
damentally the mass thinking of the 
whole distribution profession. Individual 
adjustments cause personal hardships. 
In the short run they are hard to accept 
and must be counted one of the costs of 
the war. In the long run, individuals can 
be better equipped for their peace-time 
work through their experience. If it takes 
advantage of its opportunities the distri- 
bution profession will move into the 
post-war era with its eyes open to the 
new conditions which a changed world 
economy will inevitably set up. Truly 
the war is putting marketing men 


through a stern exercise in perspective. 

The important thing is that this great 
opportunity to diagnose and learn shall 
not pass over us without having its fun- 
damental lessons extracted. How can we 
assure ourselves that that will be done? 


THE PERMANENCE OF CHANGE 


First of all, every thinking individual 
in the marketing field must accept as a 
personal assignment during this war in- 
terlude the task of studying distribu- 
tion’s changing relationships. We must 
not make the mistake of “leaving it to 
George.” To enter upon this assignment 
with conviction, the individual will have 
to satisfy himself, of course, that changes 
taking place in economic conditions are 
more than temporary or superficial. 

Specifically the marketing man wants 
to know whether post-war conditions 
and problems of marketing will actually 
be different to a substantial degree. 
Furthermore he wants to know whether 
marketing men will have a position of 
relative influence among the interna- 
tionalists, the economists, government 
officials, bankers and production men 
such that their voices will be heard. 

There are many, no doubt, who believe 
that the general functioning of business 
will be little different from what it was 
once the war’s unpleasantness has been 
put behind us and the rough places have 
been smoothed out. For these, perhaps, 
no argument will be convincing. 

Many others, however, believe that a 
vastly changed—and improved—eco- 


nomic structure will be built after the 
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war. They believe that somehow the aims 
of the Atlantic Charter will result in in- 
ternational trade of a scope previously 
undreamed of; that a comparatively un- 
fettered world trade will find a counter- 
part in domestic distribution and con- 
sumption of goods at maintained levels 
higher than have been reached hereto- 
fore. Proponents of this view believe that 
not only the volume of commerce, but 
also the fundamental motives and tech- 
niques of distribution will undergo im- 
portant changes. 


THE Enp oF ‘“‘SOMETHING-FOR- 
NoTHING”’ 


The period of the 1920’s and 1930's 
has been characterized as the “some- 
thing-for-nothing era.” During the dec- 
ade from the close of World War I to 
the beginning of the depression in 1930, 
the stock market was the source of good 
things which for countless numbers of 
of people seemed to make real production 
appear unnecessary. During the ’thirties, 
the government displaced the stock 
market as the “great white father.” The 
onset of the war has made it appear that, 
after all, production is important in the 
scheme of things. 

On the international scene during the 
same two decades the policy of extreme 
protectionism in most countries empha- 
sized national selfishness and discounted 
the potentiality of expanded trade and 
production. 

In our own domestic economy, per- 
haps it is valid to suggest, a counterpart 
existed during this era in the policies 
and thinking of most business firms. For 
these it was a period of extreme com- 
petitive aggressiveness. The techniques 
of market protectionism were highly 
developed by the individual firm and by 
one industry against another. Trade 
marks, brands and patent structures 
were used to the limit of ingenuity. De- 


sign obsolescence, special packaging, and 
exclusive selling arrangements were used 
to protect high margins. The end result 
sought by all of these efforts, in their 
exaggerated form, at least, was to build 
a fence around a segment of the market, 
to establish a vested interest which 
would yield a higher return—‘“‘something 
for nothing” for the firm or the industry. 

To recall the prevalence of these com- 
petitive policies, without at once re- 
ferring to the great strides made in bring- 
ing more and more products and services 
to the public, would be to deny credit 
where credit is due. Probably in no two 
decades in this country has there been 
greater advancement in material welfare 
than in the decades between 1920 and 
1940. Yet it seems evident that the 
thinking of those engaged in this eco- 
nomic enterprise was continually stray- 
ing farther away from the fundamentals, 
i.e., the performance of maximum pro- 
ductivity for the price. 

It is the thesis of the present article 
that the war has halted this tendency. 
Furthermore, it is contended that the 
change is more than temporary or super- 
ficial. One would be naive to expect that 
when peace returns all business will be 
run on completely new standards of 
ethics and motivation. But it is dis- 
tinctly logical to believe that attainment 
of the international economic order for 
which we are fighting will make lasting 
changes in United States domestic busi- 
ness. And as business changes, relation- 
ships faced by marketing men will 
change. 


CHANGING RELATIONSHIPS 


During the ’twenties and ’thirties the 
marketing profession engaged in a sort 
of technocracy all its own. Greater 
progress was made during those decades 
than during any other period in perfect- 
ing the techniques and management pro- 
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cedures of marketing. Such depart- 
mental specialities as budgetary control 
of sales, sales engineering, radio adver- 
tising and various forms of aggressive 
selling were brought up to a high level of 
excellence. 

In short, the technique of following 
and benefiting profit-wise from the 
swings of business activity was learned. 
But too little was learned of the possible 
methods of controlling the rate of gen- 
eral business activity. In the late ’forties 
and ’fifties business must learn, first, how 
to keep going and, second, how to make 
a profit if it can while going. This 
change of emphasis is one which lessons 
learned during the war will without 
doubt give rise to. 

A changed relationship between mar- 
keting and finance is another thing 
which may well emerge after the war. 
During the ‘‘something-for-nothing” 
era, marketing was in a very real sense 
the hired man of the financier. Com- 
panies changed hands or were merged, 
expanded or closed at the nod of the 
financial control. The merchandiser often 
had little voice in such decisions. The 
capacity of the enterprise to produce 
needed products or services or to furnish 
employment was seldom an important 
factor. The functions of marketing and 
production were employed by the finan- 
cial control to earn profit; production 
and distribution of goods too often be- 
came the incidental part of the opera- 
tion. 

Many considerations point to the con- 
clusion that distribution will occupy a 
dominant position after the war. The 
feverish technical activity during the 
war years will leave us with a grist of 
new products, new raw materials and 
new inventions. Drastically lowered costs 
of some materials will open new markets 
to them and intensify competition for 
old materials. A new airplane industry 


will call for a reorganization of markets, 
distribution points and transportation in 
general. Foreign trade on a _ vastly 
larger scale and a permanently larger 
merchant marine will cause competitive 
realignments. The marketing man will 
have all these things along with a return- 
ing buyer’s market to occupy him. 


THe MARKETING Man’s OpporTUNITY 


Will the marketing man of today be 
ready to fit into the new post-war 
scheme of things? To answer this ques- 
tion, we must ask some others. How wide 
is his horizon? How great are his ca- 
pacity and influence in his company and 
industry? Will he be a “statesman” in 
this rising profession of distribution, or 
will he remain the departmental tech- 
nician that he too often became in the 
between-wars period? 

The marketing man’s place in post- 
war planning and in the eventual execu- 
tion of those plans will be what he makes 
of it. It will be in proportion to the scope 
of his powers and the thoroughness of 
the preparation which he is making 
now. 

Leading thinkers throughout govern- 
ment, private business and universities 
are at this moment giving much of their 
time to the post-war problem. It is im- 
portant that such research be carried on 
now. It will be too late when the victory 
parades are over. If the marketing man 
is to occupy the place that we can 
rightly envision for him in this under- 
taking—if the “new marketing” is going 
to be ready to fit into the new scheme of 
things being prepared by the world 
planners and the economists—then he 
too should have his research and plan- 
ning work well under way right now. 

There are very special reasons why 
marketing men should take a leading 
place in the solution of post-war eco- 
nomic problems. Above all else these 
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problems call for unrestricted, creative 
thinking and imagination. This capacity 
is supposedly a specialty of the sales 
executive. If he has been up to his job 
in the past, he will have been his com- 
pany’s chief re-examiner of traditional 
policies. It will have been his function 
to interpret trends in external company 
conditions in order to adjust his own 
company’s operations. With this back- 
ground the sales executives should carry 
the brunt of the post-war planning as- 
signment for private business. 

It is true that the help of the produc- 
tion expert, the engineer, the economist 


and the financial man will be needed. 
The complex problems to be solved in re- 
constructing and stabilizing post-war 
business must have a balanced attack. 
But because the problems so largely in- 
volve the organization of distribution 
and merchandising, the marketing man 
should be in the vanguard. If he is to 
find himself in that place, if he is to be 
capable of directing the world-wide flow 
of goods back into the channels of peace 
under complex post-war conditions he 
will need to take full advantage of his 
present opportunity to appraise chang- 
ing economic forces and to plan. 

















FIXED PANELS IN CONSUMER RESEARCH 


THOMAS H. W. 


Eprror’s Note: Mr. Stonborough’s discussion of some 
important operating problems encountered in his work 
with consumer panels provides a useful supplement to the 
article describing this tool of research by Alfred R. Root 
and Alfred C. Welch published in the Fuly issue of THE 


JOURNAL, 


HE fixed and continuous panel is a 

relative newcomer in the field of 
sampling devices. Commercially the 
initial use of fixed but not strictly con- 
tinuous panels was chiefly confined to 
problems of product testing’ and the 
judging of radio programs? or magazine 
content.? They have also been rather 
loosely applied by manufacturers and 
advertising agencies to the occasional 
gathering of information about cus- 
tomers and product use. Recently they 
have been extended with considerable 
scientific precision to the realm of voting 
behavior.‘ 

The Industrial Surveys Company has 
applied the method to the area of con- 
sumer research and developed a tech- 
nique specifically adapted to the meas- 
urement of purchases, purchasing pat- 
terns, and purchasing habits. In May 
1941, an experimental panel was set up 
in Evansville, Indiana, which has been 
in continuous operation ever since. In 
October 1941, the National Consumer 
Index panel was created. At the rate of 

1“Pretesting of Products by Consumer Juries,” by 
Merie Sellers, JouRNAL OF MARKETING, April, 1942, 
Number 4, Part 2. 

? Radio Listener Panels, by Hazel Gaudet and Cuth- 
bert Daniel, The Federal Radio Education Committee, 
Washington, D. C., 1941. 

*“The Panel as a New Tool for Measuring Opinion,” 
by Paul Lazarsfeld and Marjorie Fiske, Public Opinion 
Quarterly, October, 1938. 

* Paul Lazarsfeld and Marjorie Fiske op. cit. “Panel” 
Studies, by Paul Lazarsfeld, Public Opinion Quarterly 
March, 1940. “Checks to Increase Polling Accuracy,” 
by Elmo Roper, Public Opinion Quarterly, March, 1941. 

“National Morale, Social Cleavage and Political Al- 


legiance,” by Paul Lazarsfeld and Ruth Durant, 
Journalism Quarterly, June, 1942. 
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approximately 100,000 purchases per 
month, it measures the flow of certain 
categories of consumer goods into the 
homes of some 2,000 families, or approxi- 
mately 7,000 individuals, who have been 
selected to form a miniature sample of 
the 34.9° million families inhabiting the 
continental United States. It is roughly 
equivalent to 210,000 personal inter- 
views per month, asking “What did you 
buy today?” The present article de- 
scribes the general background which 
led to the establishment of these panels 
and points out some of the problems 
which arose during their development. 


PROBLEMS OF CONSUMER RESEARCH 


One of the problem areas which the 
manufacturer of consumer goods wishes 
to analyze, measure and evaluate is the 
respective influence of the strictly lim- 
ited number of factors which he can 
really control. Planned changes in his 
product, price, package size and appear- 
ance, radio, magazine and newspaper 
promotions, premium offers, coupon and 
one cent sales, store displays, are the 
manufacturer’s weapons in his struggle 
with the forces operating in the market. 
The effects of such manipulation must be 
continuously appraised and reappraised. 
This means finding out: How many 
people bought his brand before, during 
and after the change was made? Who 
was subjected to any one or a combina- 
tion of these influences? What was the 
individual and combined effect of these 
influences? 

The second major area directly re- 
lated to the first includes the problems 
of finding out who and how large the 
key groups of customers are for whom 

5 U. S. Census 1940. Number of occupied dwellings 
equals 34,861,625. 
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product and promotion changes must be 
determined. For all these groups he must 
achieve a continuous picture of the com- 
petitive position of his own brand within 
a locality, a regional market or the na- 
tion as a whole. This means finding out: 
How many people buy his brand and its 
competitors? How many units of his 
brand and its competitors do they buy? 
How many dollars do they spend on his 
brand and its competitors? How often 
do they buy? 

Probing deeper he must find out: How 
many people continue buying the same 
brand? What brands do they switch to 
when they stop repeating? How many 
times do they repeat before switching? 
How many customers has the brand lost? 
How many has it gained? What did the 
new buyers purchase previously? What 
are the lost buyers purchasing now? 
How many people are exclusive buyers 
of one brand? How many are non-ex- 
clusive buyers? Are exclusive buyers 
more loyal than non-exclusive buyers? 
Which of the two groups buys more? 

Keeping informed about the effects of 
some of the uncontrollable factors con- 
stitutes his third basic problem. This 
means finding out specifically the effects 
of his competitors’ promotion methods 
on his own loyal buyers as well as on the 
others. It also means keeping a check on 
product use, purchasing habits, pur- 
chasing power, and population trends. 

The value of any answers to these 
questions depends on how well the 
methods devised for measuring con- 
sumer purchases are adapted to certain 
basic specifications. 


(1) In order to isolate brand switches, 
analyze the effects of manipulative 
action on the switching pattern and 
determine the ratio of repeat purchase 
volume, new volume and lost volume 
to total sales, the data must be re- 
corded with daily frequency. 


(2) Continuity of data must be assured 
over long periods in order to make pos- 
sible the analysis of seasonal, cyclical, 
and long term trends. 

(3) The sample should remain as fixed as 
possible in order to assure compara- 
bility of the records over any period 
of time. As long as one is working 
with identical families any changes 
must be real. When working at dif- 
ferent intervals with a different sample 
of families accidental errors may ac- 
count for apparent changes. 

(4) The sample should be representative 
of the market universe to ensure that 
changes in the sample accurately cor- 
respond to changes in the whole. 

(5) The sample should be large enough to 
permit as many accurate breakdowns 
as are essential. 

(6) Since the results are used for many 
types and sizes of commercial enter- 
prise, the costs must be within reach 
of those who need the information. 
This excludes the use of a moving 
panel at the outset as it would be 
prohibitive to set up a new national 
panel daily, even if there were no 
errors of memory, especially where 
families are large and many different 
product classes have to be covered. It 
also excludes the use of the interview 
method except for checkup purposes, 
since continuous daily interviews with 
a large farm sample, for example, are 
very expensive during normal times 
and virtually impossible now. The 
consumer diary, a specially devised 
questionnaire form, takes the place of 
the interview. 


Tue Errect or MATERIAL INCENTIVES 


Wide experience in national controlled 
mail surveys had shown that the main 
hurdles to successful panel operation 
were the two basic problems of low ini- 
tial response and high subsequent mor- 
tality. The same experience however had 
also indicated the method by which 
these factors could be reduced to man- 
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ageable proportions. Material incentives 
bring the people into the panel and keep 
them there. Without incentives the re- 
sponse to the average mail questionnaire 
has varied between 5 and 25 per cent of 
the total mailing, depending upon popu- 
lar interest. With incentives a response 
of from 50 to 90 per cent has been 
achieved every time. Equally important 
is the additional fact that the rate of 
response can be controlled through 
changes in the value of the incentive. 
Finally, the initial rate of response can 
be roughly predetermined by geographic 
regions, income groups and other factors, 
enabling one to adjust the initial mailing 
of invitations in advance, all of which 
eliminates a great deal of waste in setup 
expense. 


THE INCENTIVE SETUP 


A point system combined with a vari- 
ety of choice in premiums forms the 
basis of the incentive system as used by 
the Industrial Surveys Company. In the 
Evansville experimental panel, the point 
system has been used regularly; but 
when the work goes beyond the ordinary 
routine of daily recording, either extra 
points are awarded or special gifts are 
directly sent to the group. The members 
of the National Consumer Index panel 
are credited with a certain number of 
points for each monthly report they send 
in before a certain day of the following 
month. A bonus is awarded for every 
report sent in with extra promptness. 
Reports sent in later than the deadline— 
the yardstick being the postmark of the 
mailing date—get minimum credit. 
When the families enter the panel, they 
receive a catalogue containing pictures 
and descriptions of a wide selection of 
articles from which they may choose 
according to their individual tastes, 
once they have accumulated the number 
of points necessary. 





In short, the panel members are paid 
in kind for their labor and their time. 
A substantial bonus at the end of the 
year is designed to keep them working 
for at least that period. When translated 
into dollars, the cost per family per year 
runs above $12.00. To the individual 
family, however, the value is almost 
fifty per cent higher, since the premiums 
are priced almost at wholesale levels.® 


PoTENTIAL OBSTACLES TO THE 
MortTIvaATING PowER OF 
INCENTIVES 


So far as one can distinguish at the 
present time, there exist two main fac- 
tors which, by exerting a powerful in- 
fluence on the motivating power of ma- 
terial incentives, help determine the size 
of the initial response. They likewise 
have a hand in determining the con- 
tinuity of the response, which is another 
way of saying the mortality of the panel. 
These factors are: (1) The extent of the 
task demanded from the respondents, 
and the difficulty of understanding the 
task. (2) The intensity of interest in the 
subject. 

The effects of size (the quantitative 
aspect) and the difficulty (the qualitative 
aspect) of the task have not been sep- 
arated but their combined effect is quite 
apparent. A previous survey of radio 
listening made by the Industrial Sur- 
veys Company showed some significant 
evidence capable of being interpreted 
in this manner. Two similar groups 
of families were given identical incen- 
tives for recording identical radio pro- 
grams during identical periods. Only 
the methods differed. Group “A” was 
given a diary in which to record for suc- 
cessive quarter-hour periods the name 


® While production of many merchandise items has 
stopped and more will be eliminated in the future, one 
cannot at present foresee an absolute curtailment of the 
premium incentive system. 
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of the programs to which they listened. 
Group “B” was given a roster containing 
the names of all programs during these 
same quarter-hour periods and all they 
had to do was to check the programs to 
which they listened. There was con- 
siderably less work involved in checking 
programs already listed, than in having 
to turn one’s attention to describing and 
recording the name of each individual 
program. 

The families were asked to turn in a 
questionnaire for each of the 7 days. Of 
the families who received diaries, 47 per 
cent returned one or more of the daily 
questionnaires, but of the families who 
had received the roster, 56 per cent re- 
turned one or more of the 7 question- 
naires. The difference in size of the task 
was large enough to influence the re- 
sponse by 19.1 per cent. 

Furthermore, when the week was 
over, the number of responses received 
from the families using the diary 
amounted to 5,832; the families filling 
out the roster sent in 13,644 question- 
naires. In other words, the difference in 
size between the two tasks resulted in a 
difference of 130 per cent in output. 

A second experiment shed some light 
on the effects of relative difficulty in 
understanding a task by measuring dif- 
ferences in response to differences in 
concentration of the task. Identical in- 
vitations to join the fixed panel in 
Evansville were sent out to two similar 
groups in two consecutive months. Only 
the method of distributing the invita- 
tions and other material differed, so that 
presumably it was this factor which al- 
tered the distribution of mental hurdles 
to be overcome. By distributing identical 
tasks over three mailings instead of two, 
the response was raised from 35.96 per 
cent to 48.39 per cent. 

We have not had an opportunity to 
measure the intensity of interest and dif- 


ferentiate the varying effects of different 
grades of intensity. On the other hand, 
previous experience with large-scale con- 
trolled mail research surveys had indi- 
cated how large a role lack of interest 
plays. A composite analysis was made of 
families who had not returned their 
questionnaires, even after the customary 
tracing and follow-up methods. Post- 
cards were mailed to 38,985 families, 
asking them to give the reasons for their 
lack of response to a national survey. 
12.9 per cent of the mailing returned an 
answer. Of these §9.1 per cent said that 
they either had lost the questionnaire 
or had returned it. It is well known that 
a high percentage of articles are lost 
because of lack of interest in them. The 
second largest group, however, indicated 
directly or indirectly that it was a lack 
of interest, either in the product or sub- 
ject matter, that caused their lack of 
response. As long as one accepts the 
hypothesis that the reasons which people 
give for their actions or lack of actions 
are their real motives—and many times 


TABLE I. ANALysis oF Woy Non-RESPONDENTS 
Do Nor Return THEIR QUESTIONNAIRES 


(U. S. Basis) 











Not interested in the product or 
ae 
Don’t use the product, etc....... 


Can’t understand it.............. 


Dislike answering questions....... 


Lost the questionnaire........... 
Say they returned it............. 
Say they returned it but would fill 


ee ree 


No answer (card returned blank)... 





Tora. (5,029 cases)............ 
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this seems to be questionable—we can 
feel sure that lack of interest, in one 
form or another, is by far the largest 
single factor in lack of response. 


OTHER Factors AFFECTING 
Response Ratios 


In addition to the above mentioned 
major forces working within the indi- 
vidual against the incentive, there are 
others which cannot be traced quite as 
directly to their source but are neverthe- 
less empirically discernible. A short list 
would include the following factors: 
Geographic differences, economic class 
difference, city size differences, seasonal 
differences, mailing days, color of stock, 
etc. For the sake of space, an analysis of 
the first two only is included. 

Geographic Differences.—Different 
States and different regions of the 
United States show different ratios of 
response to the initial mailing. Per con- 
tra, in order to get the same response for 
all regions and states one is forced to 
expend varying amounts of effort in the 
field,so that the costof achieving the same 
ratio of response varies widely between 
geographic regions. If the average cost 
of obtaining a usable questionnaire for 
the entire United States is taken as 100 
per cent, then the relative costs for in- 
dividual states of the Union vary from 
150 per cent in South Carolina to 78 per 
cent in Iowa. From the regional stand- 
point, the deep South, with the exception 
of Alabama, shows the highest cost per 
return. New England, the Northwest 
and some Central Middle Western 
states show the lowest costs. The South- 
west, the Southern Middle Western sec- 
tion and the East fall into a middle 
group. 

Whether this broad trend towards 
high cost in the South and low cost in the 
North is due to cultural forces, popula- 
tion types, climate, education or other 
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Taste II. Percentace Response or THREE 
Economic CLasses AT THREE 
TimE INTERVALS 
(Nebraska) 
Average Level of Return 
Ti Level of 
wer Return of 
Interval - Class Class Class 
Taree iai iia ” «e ”” 
A” B c 
Classes 
Ongth Day 49.0% 47.3% 58.5% 41.2% 
On 23rd Day 77.9% 77.8% 80.2% 75.9% 
FINAL 
On 35th Day 89.5% 89.9% 91.5% 87.5% 
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factors is as yet unknown. It can be 
said, though, that it has nothing to do 
with the preponderance of the Negro 
population in the South, since this group 
was not represented sufficiently in these 
studies to influence the figures. 
Economic Class as a Factor Determin- 
ing Response.—That different economic 
classes respond differently with regard 
both to promptness of response and to 
total response cannot be doubted. Table 
II shows the response ratio of three dif- 
ferent economic classes at three different 
levels of return. Although it reports 
merely the situation in the State of 
Nebraska, it has been found that the 
differences exist in almost every region 
and are even greater in some of the 
areas of more concentrated population. 
This table shows that when a 49 per 
cent response was obtained on an over- 
all basis, only 47.3 per cent of economic 
class ““A”’ had responded, whereas class 
“B” had responded to an extent of 58.8 
per cent. At this same point, class “‘C” 
had responded with only 41.2 per cent. 
This indicates that class “B,” containing 
the middle income groups, was much 
more willing and prompt to cooperate 
than the upper and lower thirds of the 
families. It is important to stress that it 
is chiefly promptness which is indicated 
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here and not the total response ratio; 
for as the level of return rises for the 
whole sample, the differences tend to 
narrow. At the final level of 89.5 per 
cent, the B’s still have it with a total 
response of gI per cent and the C’s are 
still at the bottom with only 87.5 per 
cent, whereas the A’s are in the middle 
with 89.9 per cent. The extreme difference 
between B’s and C’s amounts to only 
3.5 percentage points at this, the final 
level, whereas at the earliest analyzed 
level, the extreme difference amounted 
to 17.6 points. We do not know what 
factors account for these variations nor 
to what extent they do so. 


MortTALITy 


We have dealt so far with only one of 
the two major problems which have to be 
faced in the construction and operation 
of a fixed panel, namely, the ratio of 
initial response. We now turn to the 
second, the problem of mortality. It is 
evident that the higher the mortality 
ratio and the less the stability of the 
panel, the greater the chance of intro- 
ducing accidental errors. 

There is no method in existence which 
will keep a panel immutable—that is 
where all members of the group orig- 
inally entering the panel will stay put 
for good. Heretofore, the methods used 
to achieve this end have been simple but 
extremely limited in effectiveness. Where 
the subject was of such a nature that 
strong interest, prestige, or similar psy- 
chological forces could not be brought 
to bear, the panel generally could not 
be recruited at all. In many of the in- 
stances where there was sufficient motive 
power to recruit an adequate panel at the 
outset, the original force was unable to 
carry through and quickly spent itself. 
In such cases the motivating power dis- 
integrates and the members eventually 
drop out at a rate so rapid that an en- 


tirely new panel has to be created, in 
order to keep the analysis on a continu- 
ous basis. Such a panel, which is not 
capable of lasting more than a very 
limited period, has little better validity 
than any other moving panel for such 
problems as need for their solution con- 
ditions of comparability over a long 
period of time, stability of the statistical 
base and absence of accidental error. 
Experiments with the test panel in 
Evansville have given good evidence 
that where interest, prestige and other 
such factors are very low, a variable ma- 
terial incentive, even though small, is 
able to keep the mortality factor within 
easily manageable proportions after the 
hurdle of the first month has been suc- 
cessfully negotiated. For example, out 
of a group of 135 Evansville families: 


No. of No. of Per Cent 
months families of initial 

completed dropping out 135 
I Il 8.1% 

2 3 2.2 

3 5 3-7 

4 ° 0.0 

5 2 ‘.% 

6 2 1.5 

7 4 3-0 

8 3 2.2% 

9 fe) 0.0 

10 2 1.5 

II ° 0.0 

12 ° 0.0 
ToTaL 32 23.7% 


Preliminary experience with the 
Evansville panel thus showed that dur- 
ing one year’s operation the total drop- 
out was nearly 24 per cent, or an average 
of about 2 per cent per month, if one 
includes the first month. Incomplete 
analysis of the national panel operation 
corroborates the experience that the 
first month accounts for the greatest 
mortality. There is evidence of consider- 


able difference between the drop-outs of 


the first month and those of later periods. 
The first month’s drop-out appears to 
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be caused largely through misjudgment 
on the part of the respondents as to the 
nature and amount of the work involved 
in the project. Having made a stab at it, 
they quickly come to the conclusion 
that it is too hard, too much or too un- 
interesting and so they give up. It looks 
as if between these people and those who 
did not initially respond to the invitation 
to join the panel there was only a differ- 
ence in scale, the latter knowing at an 
earlier date what they don’t want. 

Once the chaff is separated from the 
wheat, the mortality of the panel re- 
mains low. Nevertheless, by exercising 
greater care in the original selection of 
families, and through more adequate ex- 
planation of the kind and volume of work 
involved, the first month’s mortality 
can be considerably reduced. 


Drop-out ANALYSIS 


In order to find out what caused mem- 
bers to drop from the panel, a group of 
398 people who had discontinued sending 
their reports were asked to state their 
reasons for quitting the panel. Of this 
group I90 or 47.7 per cent did not 
answer. Among the 208 who did answer 
the reasons were distributed as shown in 
the following table. 

These reasons can be roughly classed 
into four categories: 


(1) Subjective factors. These account for a 
total of 35.1 per cent of the drop-outs. 
A further analysis of this category 
shows that the majority of cases falls 
into the first month. They are rela- 
tively rare in later months. Apparently 
these are the people who misjudge the 
nature of the work at first. 

(2) Factors operating in the home. The 
housewife does not get the permission 
of her husband or she cannot get the 
cooperation of her family in reporting 
all the purchases. This factor ac- 
counts for 9.6 per cent of the drops. It 
is likely that it too plays more of a 
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Taste III. Nationat Consumer INDEx 
ANALYsIs OF Drop-outs By REASONS 
Total families questioned........... 398 
Total families not answering........ 190 
Total families answering........... .208 
I, PERSONAL 
Just wish to discontinue....... 34 16.3 
Can’t find the time........... 27 13.0 
Don’t buy enough of the listed 
RRS er eer eee eee 9 4-3 
Diary requires minute detail— 
IE oe v0'bs weenie rns 7 3.4 
Quiz information too personal.. § 2.4 
82 39-4 
II. CircuMsSTANCES 
Eo er .. 32 15.4 
Have no time for it because of 
present work............... 28 13.5 
No longer keeping house. ..... 26 12.5 
Unforeseen circumstances..... 6 2.9 
Due to changes in the family.. 5 2.4 
DOCORSOR.. 0 nsec cence 2 0.9 
99 47.6 
III. Impossible to carry on the re- 
port (can’t get all the pur- 
chases—no cooperation at 
Ms S25 osanwes cases ... 20 9.6 
— — 9.6 
20 
IV. Dropped by Industrial Surveys 
Company........ ra ae 3-4 
7 3-4 
Tora Fami.ies GIvinG 
ee. eee .. 208 100% 





role during the first months than later 
on. 

(3) External factors. They account for 47.6 
per cent of the drops. Illness or death 
may have occurred in the family, the 
housewife may have gone to work or 
taken up different kind of work and is 
therefore no longer keeping house. 

(4) The functionally illiterate. These are 
dropped by us because they are unable 
to send in usable reports. They ac- 
count for 3.4 per cent of the drop- 
outs. 


RELIABILITY OF THE RECORDS 


The panel is composed of human 
beings and is, of course, subject to errors 
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in recording. With an eye to determining 
and eliminating some of the major con- 
ditions which make for errors in the 
process of recording, an analysis of re- 
cording habits was undertaken. It showed 
that these varied mainly with factors af- 
fecting the shopping habits of the family. 
For example, if the family conducts its 
shopping on a charge account basis, the 
transfer of most of the purchase data to 
the diary is simple and does not provide 
wide opportunities for error. 

If the shopping is done on a C.O.D. 
basis, the entry into the diary is made di- 
rectly from the sales slips. Here too the 
possibilities for erroneous reporting are 
small. Where the housewife does her 
shopping personally and on a cash basis, 
routine methods of recording naturally 
developed among the panel families. The 
prices are recorded on a shopping list at 
the time of purchase and are transcribed 
into the diary later. The other data such 
as weight and number of units are en- 
tered directly into the diary at home. 
The diary may be placed in a prominent 
place such as on the kitchen table or the 
ice box or the pantry door so as to remind 
the housewife to enter all her purchases. 
She also makes a rule that all purchases 
must be placed on the kitchen table be- 
fore they are put away on the shelves. 
This greatly reduces the opportunity for 
accidental omission. In the case of most 
farm families, this opportunity is even 
further reduced since they tend to do 
their shopping on one day each week. 

The main area exposed to error oc- 
currence lies among the purchases of 
drugs and cosmetics by miscellaneous 
members of large families. It is more dif- 
ficult for the housewife to control these. 
Even here, however, possibilities are 
limited to those families in which the 
housewife does not make all such pur- 
chases for the family. Furthermore, the 
families where the housewife cannot se- 


cure cooperation from the other family 
members tend to drop out of the panel 
very soon. 

Several kinds of checks were made to 
determine the conscientiousness of the 
housewives. Since one of the most im- 
portant ways of eliminating the error of 
recall lies in the habit of recording the 
purchases on the day they are made, in- 
terviewers were sent to all members of 
the Evansville panel for the purpose of 
observing the most recent date of the 
entries in the diary. The results affirmed 
conscientious reporting. 

Another type of checkup was made at 
a later period. A new diary was sent 
to the panel members with a letter asking 
them to discontinue recording in the old 
diary on the 15th of that month and to 
continue with a new one until the end 
of the month. But this letter was so 
timed as to arrive around the 17th. Ifthe 
purchases were being recorded in the 
diary on each day, then the old diaries 
would show entries every day up to the 
time of the arrival of the new instruc- 
tions. The total shopping entries for the 
three extra days strongly indicated that 
entries were kept current. 

In order to appraise the reliability of 
the diary type record, which is the heart 
of the fixed continuous consumer panel, 
it must be compared with the error po- 
tential of the other current methods 
measuring the flow of consumer goods. 

A search for the main areas of error 
occurrence in field work shows at least 
the following sources: 


(1) The Store Audit 

(a) Arithmetical errors in counting 
stock on the store shelves. 

(b) Errors in omission of inventory 
stocked in out of way places or off 
the premises. 

(c) Errors due to missing invoices. 

(d) Clerical and arithmetical errors 
on the invoice proper. 
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(e) Arithmetical errors in computing 
sales. 

(f) Errors through overlooking re- 
turn credits. 

(g) Errors due to lack of records on 
merchandise picked up from neigh- 
boring competitors’ stores as a 
convenience. 

(2) The Doorstep Interview 

(a) Errors in estimating date of pur- 
chase, purchase price, units and 
frequency of purchase. 

(b) Errors created by social bias, 
where a housewife may mention 
socially more desirable brands 
than those she actually buys. 

(c) Errors in recalling purchases of 
other family members not avail- 
able at the time of interview. 

(d) Errors on the part of the inter- 
viewer arising from inaccuracy, 
lack of understanding, bias or dis- 
honesty. 

(e) Error due to the fact that all in- 
terviews are not completed simul- 
taneously. 

(3) The Pantry Inventory 

(a) Errors due to lack of records on 
age of the items on the shelf. 

(b) Errors due to lack of records on 
items momentarily out of stock. 

(c) Errors in recording by person 
making inventory. 

(d) Errors in estimating price paid, 
number of units bought, consump- 
tion rates and frequency of pur- 
chase. 

(4) Garbage Pail Analysis 

(a) Errors due to failure to deposit 
containers in garbage pail. These 
are due, for example, to the fact 
that some containers are used for 
other purposes. The housewife 
muy use the tin cans for saving 
waste fats; coffee cans for paint. 
Drug products may be bought by 
other members of the family for 
consumption away from home. 
Some items have no container to 
be thrown away. 

(b) Errors due to lack of identifica- 


tion of products bought in non- 
trademark containers. 

(c) Errors due to lack of information 
on price paid. If the price is sup- 
posed to be marked on the con- 
tainer there is still the possibility 
of plain human error in recording. 

(d) Errors due to lack of information 
on date of purchase. 

(e) Errors due to lack of knowledge 
about the purchase until the arti- 
cle has been completely con- 
sumed. There is therefore no 
knowledge about what is currently 
being used. 

(5) The Fixed Consumer Diary Panel 

(a) Errors on the monthly bill or 
sales slips. 

(b) Errors in transferring price, size or 
units from bill or sales slip or 
shopping list to diary. 

(c) Errors in recording price, size or 
units on the shopping list at the 
time of purchase. 

(d) Errors of omission due to poor 
memory if purchases are not re- 
corded promptly. 

(e) Errors of omission by other mem- 
bers of the family. 


The frequency of error occurrence is 
not equal among the listed areas. Fur- 
thermore some areas are qualitatively 
much more important than others. 

Errors in store auditing are probably 
the easiest to control, though they 
are more troublesome than a neophyte 
would imagine. But the store audit 
stops far short of being a direct analysis 
of consumers. The results of doorstep 
interviews are highly conjectural be- 
cause of errors in the housewife’s esti- 
mate on dates, prices, units and fre- 
quency. The pantry inventory’s results 
are emasculated by the necessary omis- 
sion of time and price and items out of 
stock. The garbage pail analysis does not 
reflect current brand usage, and the 
cumulative effect of its minor weaknesses 
limits its results far too much. 
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The possibility of human error does 
exist in each of these important methods 
of consumer research. But among the 
techniques for direct measurement of 
consumer family buying, the continuous 
diary panel has the least area exposed 
to vital errors of fact, plus the greatest 
volume of useful data. 


CONCLUSIONS 


The foregoing review has no preten- 
sion at being anything more than a 
sketch. Like the geographical maps of 
the last century, the field is replete with 
areas marked “unexplored.” Any con- 
clusion drawn therefore must be quali- 
fied with the statement that facts are 
few, though indications are plentiful and 
sometimes far reaching. 

(1) The fixed panel relying merely on self- 
created incentives such as interest and 
prestige is too limited to be of much 
practical use. 

(2) The system of artificial material in- 
centives widens its radius of action 
sufficiently to make it eminently suit- 
able to fields of investigation where 
detailed continuous recording of data 
over long periods of time through a 
fixed and therefore statistically more 
reliable sample is vitally important. 
In particular, it appears to have out- 
standing value where it is necessary to 
measure frequently repeated actions 
such as purchases. 

(3) The mail questionnaire method is in- 
valuable becaues it expands the ap- 
plication of the panel method to rural 


(4) 


(5) 


(6) 


areas and makes possible the easy and 
accurate recording of a wide variety of 
product classes. It lowers the fatigue 
factor characteristic of long inter- 
views and helps considerably to reduce 
the error of recall. 
Small but variable incentives have a 
strong effect in increasing the low ratio 
of initial response as well as reducing 
the subsequent high mortality rate. 
This is especially valuable in fields of 
study where negative factors such as 
lack of interest or even prejudice pre- 
vail. 
The reliability of fixed panel records 
derived from mail diaries is at least as 
great as that of any other known 
method for recording purchase data. 
The main obstacles to sustained panel 
operation on a national scale are not 
rooted in the nature of the technique 
although the drop-out rate during the 
first month of operation is an admitted 
but remediable weakness. They lie: 

(a) In the cost of setting up and main- 
taining a panel of sufficient size to 
cover significant monthly samples 
of all but the most widely used 
brands. 

(b) In the cost of remuneration neces- 
sary tO maintain continuous ac- 
curate records covering a wide 
range of detail on a limited but 
sizeable number of product classes. 

(c) In developing economical machine 
tabulation methods which make 
possible the extraction of all the 
figures potentially available in the 
Hollerith tabulating cards. 














PROBLEMS OF FIELD INTERVIEWERS 


ROSWELL P. SNEAD 
Virginia Polytechnic Institute 


Epiror’s Nore: Before leaving the campus for the 
Army, Lieutenant Snead prepared the following state- 
ment of what may properly be called the field agents’ or 
worm’s-eye view of marketing research. It suggests clearly 
that in their preoccupation with sampling techniques and 
the mathematical manipulation of data, marketing men 
have given inadequate attention to making sure that their 
field agents provide data worthy of all the subsequent 
computations. 

EMEMBER that we are a team— 
R you out in the field gathering 
information; we here in headquarters 
assembling that information—and that 
like all teams we must work together.” 
This statement was included in a letter 
recently sent out to the field staff of one 
of the largest companies engaged in 
marketing research work. 

The same letter attempted to find out 
what war work the company’s investi- 
gators were doing, and perhaps more im- 
portant, the condition of the field staff’s 
auto tires. In fact, it was probably the 
latter thought that prompted the mar- 
keting research director to exhibit an 
unusual amount of consideration about 
the welfare of the most neglected mem- 
ber of the research staff—the inter- 
viewer. 

The gathering of information is, to put 
it mildly, a primary research activity, 
but one would never think so from the 
apparent lack of planned effort to de- 
velop efficient field research workers. 
Many excellent articles have appeared in 
THE JOURNAL OF MARKETING On im- 
proved methods of tabulating question- 
naires, constructing questionnaires and 
dealing with the actual findings in many 
studies. How many have dealt with the 
key man in research—the interviewer? 
Not one to this writer’s knowledge. 

It is the purpose of this article to focus 
long over due attention upon some of the 


interviewer's problems and upon some of 
the minunderstandings between head- 
quarters and the fieldworker. It will 
point out better practices different com- 
panies are using which make for better 
teamwork. 

It is only fair to admit that much 
progress has been made in marketing re- 
search practices since the writer's first 
experiences in 1937. In those days not 
many marketing research organizations 
had a national field organization of any 
sort. The director of research spent much 
of his time trying to sell the services of 
his organization, or department in case 
of an advertising agency. Once sold, the 
client expected to receive glowing find- 
ings within a week or so. Accordingly a 
field and office staff was hurriedly assem- 
bled by the director and his assistant. 
Field workers worked holidays and 
nights until the quota was obtained. 
Then the material was rushed to head- 
quarters where office workers spent un- 
mercifully long hours tabulating the 
hastily obtained information, which was 
thrown together and presented to the 
client in time to meet a date line. 

Today, marketing research activities 
are conducted on a much more well 
planned and orderly basis, and some im- 
provements have been made in inter- 
viewing practices. But progress in the 
field has been much slower than in other 
phases of marketing research work. 

From the standpoint of management 
problems involved, the interviewing 
staff may be compared in many ways to 
the sales department. For years, while 
companies were making scientific prog- 
ress in production techniques, they neg- 
lected or even failed to recognize prob- 
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lems involving the sales force. The sales- 
man, like the interviewer, was beyond 
the scene of supervision, out of sight and, 
too often, out of mind so far as the policy 
makers were concerned. It was not until 
the decade of the ’thirties that the im- 
portance of scientifically routing sales- 
men, analyzing sales costs, and making 
job analyses of sales performances was 
widely realized. 

But even sales work lends itself to 
greater supervision and closer coopera- 
tion with the rest of the organization 
than does interviewing. The salesman 
does report back to headquarters for con- 
ferences frequently. Many interviewers 
have never even met the headmen at 
headquarters. “If you ever come to New 
York, be sure to drop in and meet the of- 
fice force,” is what one part-time travel- 
ing supervisor tells the interviewers. 
Similar statements have appeared in let- 
ters from several research offices. Out of 
eleven companies for whom the writer 
has conducted interviews, he knows only 
three of the research directors. These 
three were met on the writer’s initiative 
through visits to their offices. 

The salesman’s work is continuous, 
and he is in constant touch with head- 
quarters. The interviewer’s work is inter- 
mittent, and he sometimes goes for 
weeks or months without hearing from 
headquarters. The salesman’s work is, in 
most cases, routinized in that he calls 
back on the same customers every few 
weeks or months and continues to sell 
the same kind of goods. The interviewer 
(except in the cases involving continuous 
studies and panel surveys) is seeking dif- 
ferent information with each assignment. 
For several reasons he should not ordinar- 
ily continue to call on the same persons. 


1 Undoubtedly, there are exceptions to this. But many 
research agencies encourage their interviewers to register 
with other agencies in order to assure them more steady 
work, 


The salesman has undergone a sales 
training program and knows why he is 
doing his work. So far as the writer 
knows, there is no uniform practice of 
training interviewers. One method, used 
by at least three outstanding agencies, is 
to send out a supervisor to a new investi- 
gation point to select and train one or 
more new interviewers. Supervisor and 
interviewer alternate in making inter- 
views until the proficiency desired by the 
supervisor is obtained. This may last two 
hours or, at the most, two or three days. 
It is unlikely that the interviewer will 
again have personal contact with a com- 
pany representative. 

Salesmen are usually in key cities 
accessible to their companies’ main of- 
fices. If we assume that research firms 
obtain a true cross section of the popula- 
tion, many interviewers are located in 
out-of-way small towns that are ex- 
tremely hard to cover on a supervisory 
tour. 

With so many obstacles it is easy to see 
why efforts to build up a more efficient, 
smoother working field staff have lagged 
behind improvements in other phases of 
marketing research work. Yet much 
could be done at little cost that would 
improve relationships between the field 
workers and the office and make for bet- 
ter teamwork and a more efficient organ- 
ization. One suggestion which occurs to 
the writer is that, since many research 
companies use a number of the same in- 
terviewers, these companies could coop- 
erate in the establishment of a centralized 
training staff or at least set up a uniform 
plan for the training of interviewers. An- 
other suggestion is that the directors of 
research projects work with a more sym- 
pathetic understanding of field activi- 
ties. The above statement is quite vague, 
but it is on this point that much of this 
paper will dwell in a more specific man- 


ner. 
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The writer believes the statement will 
hold true that the great majority of com- 
petent field research workers fall roughly 
into two classes,? married women who 
have domestic duties, and men or women 
who have other positions and do this 
work during off hours. If the above is 
true, this means that interviewers need 
to plan in advance for time to do inter- 
viewing work. They are not just sitting 
around waiting for an assignment to 
come through the mails. A number of in- 
vestigators get very few assignments. If 
they are worth their salt they are not re- 
lying on intermittent research projects as 
a sole means of livelihood. Some of the 
better firms seem to recognize these con- 
ditions. Three of the firms with whom the 
writer has been associated send out a 
warning card or letter from three days to 
a week in advance advising that an as- 
signment is to be mailed to the inter- 
viewer on a certain date. This notice 
should, and in some cases does, state 
that the assignment will cover so many 
days’ work and should be completed by 
a certain date. Also the interviewer is 
usually told to get in touch with the com- 
pany immediately if the job cannot be 
handled. This practice obviously saves 
the company unnecessary time and ex- 
pense. Below is a sample of the form 
used by one company: 


BLANK COMPANY 
ADVANCE INVOICE 


Our New York office plans to mail you an 
interviewing assignment on Friday. Please 
be prepared to complete it within 4 days 
after it arrives. If you will ot be able to do 
this, please wire New York immediately via 
Western Union. 


The interviewer would welcome more 
information than is given above or fur- 


2 See Brown, L. O., Marketing Research and Analysis, 
p. 285. He says that most investigators have other 
sources of income and mentions housewives and teachers 
as logical groups from which to obtain interviewers. 


nished in the average warning notice. It 
would be helpful to the interviewer and 
easy enough for the company to give the 
subject of the survey, tell what territory 
is to be covered, whether rural or urban 
or both, what groups are to be inter- 
viewed, and the rate of payment if the 
company has no fixed policy in regard to 
compensation. Many research organiza- 
tions legally regard their investigators as 
contractors. What other contractor would 
be willing to accept a job about which he 
knew so little? With remunerative work 
relatively plentiful today, marketing re- 
search firms will be compelled to extend 
more consideration to their field person- 
nel or lose them. 

A set of detailed instructions, usually 
consisting of from three to eight type- 
written pages, comes with each assign- 
ment to the resident investigator. These 
instructions usually outline the general 
object of the survey, tell how, where, and 
with what groups the study is to be made, 
explain questions not considered self-ex- 
planatory and sometimes include rate of 
pay and quota assignment in this sec- 
tion. Only twocompanies’ out of the elev- 
en with whom the writer has had rela- 
tions states that the worker should turn 
in the time spent studying these instruc- 
tions and that he is to be paid the regular 
hourly rate for this time. This procedure 
is only fair, and, in my judgment, is 
money well spent in the end. 

A well known researcher recently said 
that what this country needs is a good 
five-minute call. Undoubtedly, most in- 
terviewers would like to underscore this 
statement. But with few exceptions the 
trend is in the other direction. Some re- 
search firms apparently have the idea 


3 These two companies happen to be endowed public 
opinion research, rather than marketing research or- 
ganizations. The writer has heard (without first hand 
information) that other public opinion research firms, 
not endowed, pay their interviewers for time spent 
studying instructions. 
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that no survey will impress the sponsor 
unless it is the folder four-sheet type 
with about thirty or more questions. The 
best way to cure this tendency is to send 
the research director with his lengthy 
brainstorm out on a cold wintry day to 
interview farmers in the field. If he must 
stay in town let him pretest his question- 
naire in 30 minute interviews with his 
busy friends. 

What should be the maximum length 
of a questionnaire? The writer does not 
pretend to know the answer to this ques- 
tion and can only make a few observa- 
tions from his experience in the office and 
the field. The easier and more interesting 
questions are, the longer the question- 
naire can be. It takes much longer to an- 
swer and record an interpretive or “‘rea- 
son why” question than a simple yes or 
no factual question. You cannot very 
well interview a man on the street for 
over $ minutes, and the writer believes 
all interviews should be held to a 10 min- 
ute limit. 

Now that random sampling has given 
way to selective sampling, it is particu- 
larly important that the interview be not 
too burdensome on the respondent. No 
longer can the interviewer go next door 
if the first person asked is “‘too busy.” 
Specified types of informants have to be 
obtained; and almost invariably those in 
the higher income brackets are busy 
people with a few minutes to spare 
graciously, perhaps, but no more. The 
interviewer may work himself into a 
reputation similar to that of the intru- 
sive insurance salesman if care is not 
maintained. 

The lengthy questionnaire works a 
particular hardship on the small town 
and rural interviewer who has to work 
among his friends and who may have to 
call back on the same individuals once in 
a while. This type of exhausting mental 
workout is not only an imposition on re- 


spondents, whether friends or strangers. 
It also reflects a lack of consideration and 
is a breach of good manners on the part 
of the sponsors. After all, these are busy 
times, and the great majority of people 
are busily engaged when interviewed. 
There is a great need for some organiza- 
tion, perhaps the American Marketing 
Association, to set up a suggested code of 
ethics in questionnaire designing and in- 
terviewing. 

As mentioned before, great strides 
have been made in the sampling tech- 
nique paving the way to greater economy 
and accuracy. A well selected “miniature 
population” ‘of 2,500 is frequently consid- 
ered an adequate national sample. To 
achieve reliable results with so small a 
sample, it is of the utmost importance 
that the quota instructions be followed 
conscientiously by the interviewer. Some 
of the quota sheets are quite complicated 
specifying that the interviewer obtain 
five or six economic levels, an equal num- 
ber of age classifications, so many from 
each sex, so many rural and so many ur- 
ban, a specified number of manual and 
white collar workers, a specified number 
of Negro and foreign born respondents 
and so on. 

Most of the companies emphasize the 
importance of following the quota sheets. 
But very few firms ever bother to tell 
why it should be followed closely! How 
many interviewers have the statistical 
background to grasp the significance of 
this sampling device? My conviction is 
that less than ten per cent see any sense 
to it. Consequently, with no supervision, 
they are less inclined to abide strictly by 
the quota assignment, particularly to- 
wards the end of the project when the go- 
ing gets tough and they are having diffi- 
culty piecing parts of the jigsaw puzzles 
together. 

One way to help enlighten the inter- 
viewers would be to send cheap editions 
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of the final report to each field worker. 
Attempts to create a staff of informed in- 
terviewers might also help to overcome 
the rather widespread attitude exempli- 
fied in this remark made recently by an 
investigator: “It must pay them to do 
this work because they keep on sending 
questionnaires to me.” It was the only 
way this investigator could justify her 
own, or the company’s efforts. It is time 
we did some researching of the research- 
ers. It must be remembered that the in- 
terviewer can be biased by ignorance as 
well as by knowing too much. What sort 
of team can it be when 75 per cent of the 
workers on the team never see the fin- 
ished product? 

There are certain “tremendous trifles” 
in regard to the filling out of the ques- 
tionnaire that concern the field worker. 
For instance, why do many research 
companies insist on using X’s instead of 
short check marks in the appropriate an- 
swer box? The check mark can be made 
twice as quickly, and that is an item to 
consider when two persons’ time is in- 
volved on forty such answers to 2,500 in- 
terviews. 

In spite of the fact that the committee 
set up by the A.M.A. to study income 
classifications recommended the use of 
weekly incomes as one means of classify- 
ing economic groupings, the obtaining of 
such information is objectionable for one 
reason. People deeply resent being asked 
so personal a question. Putting the ques- 
tion on a card and having the respondent 
read a list of figures and then specify 
which figure comes closest to his weekly 
salary doesn’t help. In fact, this sly way 
of trying to obtain the information is 
likely to irritate the informant even 
more. 

In making studies for private compa- 
nies, what right have we to go about the 
country asking individuals how much 
money they make? This practice cannot 





be justified by saying that there is noth- 
ing personal about it and that the inform- 
ant should be told the information is 
being obtained purely for statistical pur- 
poses. That doesn’t explain anything to 
75 per cent of the people interviewed 
(the ones who aren’t proud of the 
amount of money they make). 

In the long run this practice, if contin- 
ued, will make research work extremely 
unpopular with the very source upon 
which it is dependent for its existence. 
Information leading to economic group- 
ing of respondents should be obtained 
largely by observation and not by inter- 
rogation. Crossley’s suggested method 
of rentals seems to work all right, par- 
ticularly when combined with such other 
corollary data as occupation, telephone 
in home, and investigator’s appraisal of 
individual. It has been pretty well estab- 
lished that if the investigator is compe- 
tent, observation data on most subjects 
are more reliable than information ob- 
tained by interrogation.‘ 

Many research directors instruct that 
the questions must be asked exactly as 
they appear on the questionnaire, and 
yet, rare indeed is the questionnaire 
which can be properly handled this way 
with all people. Too many questions are 
worded suitably for management polls 
rather than in the language understanda- 
ble by the half of our population who 
have never gone beyond grade school. 
Perhaps this is an inevitable result of 
having so many highly trained academi- 
cians engaged in marketing researchwork. 
Even words like “‘survey, analyze, main- 
tain, collaborate,” are beyond the grasp 
of many persons included in an inter- 
viewer's usual quota. When it is diffi- 
cult to find simple words that convey the 
exact intended meaning in a question, 


* Brown, L. O., op. cit., pp. 105-107. Also see Life’s 
Continuing Study of Magazine Audiences to which 
Crossley and others contributed. 
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the interviewer should be allowed some 
latitude in the cases demanding further 
elaboration on the question. 

There is some variation in methods of 
payment for interviewing. The commer- 
cial jobs pay somewhat better on an av- 
erage than the public opinion polls.’ 
Some companies pay by the interview, 
others by the hour and day, and others 
pay a stated total for the completion of 
the project. One company sometimes 
gives a bonus for accuracy and prompt- 
ness in the completion of an assignment. 
Most of the companies with whom the 
writer is familiar, that pay by the day, 
suggest a certain quota of interviews to 
be completed daily, but they are usually 
fair in making allowances for local condi- 
tions. Occasionally, on the basis of a pre- 
test in New York City, some research 
organization will mistakenly expect the 
same number of interviews to be secured 
daily in thinly settled rural areas. 

One company recently sent the writer 
an unannounced assignment consisting 
of forty-five questionnaires, fifteen ques- 
tions each, the interviews to be made 
with housewives in the home. The quota 
price set by the company for this job was 
five dollars! When informed that no one 
around here could be obtained to work 
for that low price they wrote back that 
on the basis of their pretest in New York 
this number could be obtained in from 
four to five hours. They don’t answer 
doorbells that fast in the South! Further- 
more, where interviewers are compelled 
to work in small towns among acquaint- 
ances, friends, or neighborly people, the 
interview cannot well be closed too 
abruptly without some slight attempt at 
an exchange of pleasantries. 

5 The market research agencies the writer is familiar 
with pay five dollars per day for a 7 hour interviewing 
day; the public opinion groups pay 65 cents per hour. 
The writer has seen payments by the interview of from 


§ cents to two dollars, depending of course, on the length 
and difficulty of the interview. 


If quotas are to be set, first of all they 
should be made flexible enough to allow 
for local conditions. Second, they should 
be set only after a pretest which includes 
respondents in the same proportion as 
they are represented i in the average in- 
vestigator’s quota. To illustrate: As | 
write this, one company has a defense 
study under way involving the inter- 
viewing of girls and boys from 17 to 21 
years of age and parents of boys of this 
same age. Three boys or girls are to be 
interviewed for each parent. It is a rela- 
tively simple interview and the company 
estimates, reasonably it seems, that 25 
interviews should be made per day. How 
this quota was arrived at is unknown to 
the writer; but it should have been de- 
termined only after interviewing parents 
and boys and girls i in the same ratio as 
required of investigators. For it will take 
at least three times as long to find and in- 
terview the parents as it will to interview 
the others! Every boy between those ages 
can be a respondent, but not every par- 
ent of a certain age will be eligible. 

The problem of payments by the inter- 
view or by the hour must be dismissed 
here with the statement that it has as 
many angles as the age old question of 
commission or salary payments for sales- 
men, though perhaps the governing con- 
ditions are even more complicated in in- 
terviewing work. The market research 
departments of the large advertising 
agencies seem to prefer the time basis, 
whereas companies that apparently must 
adhere strictly to a budget, such as a 
number of the specialized research com- 
panies, follow the plan of payment per 
interview or per project.® Insofar as the 
interviewer is concerned, he is more in- 
terested in fair compensation than in the 
basis upon which such payment is deter- 


6 This statement is based on the writer’s observations 
and on correspondence he has had with about 25 firms 
engaged in marketing research work. 
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mined.” 

Most research firms miss a good op- 
portunity to cement better relations be- 
tween field and staff organization at the 
completion of a project. Companies that 
sometimes spend a fortune in special de- 
livery airmail and wired instructions 
while a job is in progress never so much 
as acknowledge receipt of the interview- 
ers’ efforts when the results are mailed 
in. That is, nothing is heard from the 
company unless something goes wrong, 
under which circumstances plenty is 
heard! Interviewers who work under my 
direction often ask, ““When will we hear 
whether or not these are all right?” Fre- 
quently they have done a swell job and 
are looking for some of that psychic in- 
come commonly known as a pat on the 
back. Or they may ask this question 
through real coricern about some minor 
procedures. 

I have to tell them that no news is 


7It should be stated here that within the writer’s 
knowledge most firms are very fair in making needed 
adjustments in compensations. 

8 It is safe to say that over go per cent of the packages 
of questionnaires are mailed first class. Speed is perhaps 
the main reason for this procedure. Another reason is 
that the quota sheet (different for each interviewer) may 
be written partially in ink. Also a personal letter may be 
enclosed. The writer has received many times a special 
delivery airmail package of questionnaires and other ma- 
terials with the postage amounting to two or three 
dollars. Wired instructions usually occur when the office 
overlooks some important instruction until after the job 
is in the field. Instructions are also sometimes wired on 
jobs considered especially important. For example, the 
home office may write interviewers to send in one day’s 
interviews and then await wired instructions before 
proceeding. The purpose here is to make sure workers 
know exactly how to proceed with the work before going 
too far. 


good news; that if we don’t receive any- 
thing from the company except the 
check in the next ten or fifteen days we'll 
know that the work was performed satis- 
factorily. It would seem that our market 
analysts, our experts on measuring hu- 
man emotions and behavior have forgot- 
ten an old truth which is highly pertinent 
to their work! That truth is that nothing 
pay so well and costs so little as con- 
structive praise and encouragement to 
our fellow workers. 

Why couldn’t a questionnaire editor’s 
report on each interviewer be enclosed in 
the letter with the check, or be sent with 
the next assignment? It would certainly 
make for better work as well as better 
spirited workmen if interviewers were in- 
formed by the company when their work 
was above par, just as they are notified 
when it falls below accepted standards. 

Finally, it is understandable why bet- 
ter teamwork does not exist between field 
workers and the office staff and also why 
progress in interviewing practices has 
lagged behind advancements in office re- 
search techniques. Progress in field work 
can come only gradually because of the 
difficulty of instituting new methods, of- 
fering demonstrations or proper super- 
vision among such a widespread group of 
part-time workers. The writer has at- 
tempted here to suggest only minor ad- 
justments which it is believed will pay 
big dividends at low cost. Certainly, 
these changes should promote greater 
harmony between the gatherer and the 
assembler of research data. 








“COST” UNDER THE UNFAIR PRACTICES ACT 


HENRY A. BURD 
University of Washington 


Epitor’s Note: This case study of the State of Wash- 
ington vs. The Great Atlantic Pacific Tea Company 
trial will gratify those who have been advocating more and 
better cost analysis in marketing. 


WW the general application of price 
ceilings OPA has taken over the 


control of the retail prices of practically 
all consumer goods. The result is that 
“for the duration” state fair trade and 
unfair practices Acts are virtually inop- 
erative. These laws exist in so many 
states, however, and their sponsorship is 
so widespread that it is difficult to con- 
ceive of their being forgotten when peace 
comes. Instead it is almost certain that 
they will then be supported more vigor- 
ously than ever. Small, independent 
merchants, having already profited from 
stabilized, if not from increased, prices 
through the virtual elimination of serious 
price competition will, where these acts 
have been enforced, rely on them again 
to hold prices up. Especially will this be 
true if the war is followed by rapidly fall- 
ing prices. 

The Seattle trial of The Great Atlantic 
& Pacific Tea Co., charged with using 
cigarettes as a “loss leader” and with 
selling them “below cost”’ is one of the 
latest, if indeed it is not the last, suit de- 
cided under the Unfair Practices Act in 
the pre-war era. In addition to whatever 
historical significance attaches to the 
time, this case is worthy of note in that 
it discloses the enforcement technique 
and the economic philosophy of the 
sponsors of the law and because it clari- 
fies for the first time a significant point 
in the question of “‘cost.”” With similar 
Unfair Practices acts in more than 30 
states, all set to the same pattern, many 
with identical wording, a court pro- 
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nouncement on the law of any one state 
is certain to have repercussions in other 
states. 


TECHNIQUE OF ENFORCEMENT 


On April 30, 1941, the State of Wash- 
ington filed an injunction proceeding in 
the Superior Court of King County 
against The Great Atlantic & Pacific Tea 
Company, charging it with selling ciga- 
rettes as “loss leaders” and “‘below cost” 
in violation of the Unfair Practices Act. 
At that time A. & P. was selling major 
brand cigarettes at 16¢ a pack, 2 for 31¢, 
$1.55 acarton, whereas the “established” 
retail price in the Seattle market was 
18¢a pack, 2 for 35¢, $1.75 acarton. The 
case was not called for trial until Octo- 
ber 20. During the six-month interval 
A. & P. held its cigarette prices un- 
changed and the “established’’ price 
remained at the higher figure. Despite 
the fact that the conditions were the 
same as when the suit was filed, the 
State moved for dismissal without preju- 
dice. Had this motion prevailed the 
State would have held a club over the 
Company in the constant threat of an- 
other suit under a law which had not yet 
been clarified. The motion was resisted 
by the defendant and denied by the 
Court. 

When the Washington Unfair Prac- 
tices Act became effective, June 7, 1939; 
the prevailing price for cigarettes in 
Seattle was 15¢ a pack, 2 for 29¢, $1.43 
a carton. The next day, June 8, the price 
was raised to 17¢a pack, 2 2 for 334, $1.65 
a carton. About a year later, July 1,1940, 
a further increase was made to 18¢ a 
pack, 2 for 35¢, $1.75 a carton. This 
schedule held until April 24, 1941, when 
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A. & P., which had made advances with 
the other merchants, reduced its price to 
16¢ a pack. The suit was filed six days 
later. 

The sponsors of the Unfair Practices 
Act maintain that it is not a price-raising 
measure, but the history of cigarette 
prices in W ashington does not support 
this contention. No time was lost in mak- 
ing the first increase of 2¢ a pack. After 
this higher price was generally estab- 
lished among merchants and accepted 
without too much protest by consumers, 
a further increase of 1¢ was put into ef- 
fect. The method of procedure was to 
mail to all retail merchants handling to- 
bacco products a detailed list of “Sug- 
gested Retail Tobacco Prices.”’ The card 
was unsigned but it was postmarked 
from Olympia, the state capital, and 
some merchants, at least, “supposed” it 
was sent by an official agency of the state 
government. 

The policy followed by the sponsors in 
enforcing the act can best be character- 
ized as a technique of harassment. The 
retailer who does not raise his prices to 
the “suggested” figure is visited by mem- 
bers of an organization which has been 
specially formed by merchants to en- 
force compliance with their interpreta- 
tion of the law. If he ignores their admo- 
nitions he receives a warning letter from 
the Prosecuting Attorney. If he is still 
recalcitrant, the State may file suit 
against him. It is relatively easy to se- 
cure repeated postponements of the trial 
and eventually a dismissal. The fact that 
a suit is pending is argumentative evi- 
dence of the association’s determination 
to enforce compliance with its price 
schedule and can be used with great po- 
tency against merchants whose prices are 

“out of line.”” While this system “‘works” 
with most retailers, especially the smaller 
ones, it sometimes fails, as it did with 


A. &. P. 





Tue A. & P. Case 


The A. &. P. trial was a one-sided pro- 
ceeding. When its motion for dismissal 
was denied, the State rested its case 
without evidence. The defendant called 
witnesses and introduced evidence to 
prove that it was not violating the law as 
charged. Although there was no prosecu- 
tion, the objections raised by the State 
and the questions asked in cross-exami- 
nation revealed the economic philosophy 
which underlay its interpretation of the 
law.! This is amply demonstrated in the 
discussions of direct buying, loss leaders, 
and cost of doing business. 


“ORDINARY CHANNELS OF TRADE” 


The State questioned whether A. & 'P. 
was employing “ordinary channels of 
trade” when it bought cigarettes direct 
from the manufacturer rather than 
through wholesalers. It implied that since 
small merchants, in fact most retailers, 
bought from wholesalers that route was 
the ordinary channel of trade. The 
further implication was plain: it is unfair 
to base selling prices on costs which are 
lower than those enjoyed by others. 

Marketing statistics indicate that the 
direct route from manufacturer to re- 
tailer and the manufacturer-wholesaler- 
retailer channel each accounts for about 
the same amount of consumer goods. 
Cigarettes are not separately classified 
but are included in the statistics of “‘Dis- 
tribution of Manufacturers’ Sales.”” The 
1939 figures show 25.5% of manufactur- 
ers’ sales made “‘to wholesalers and job- 
bers” and 19.4% “to retailers for re- 
sale.”? With such an equal division as 

1 It is worthy of note that executives of the Washing- 
ton Wholesale Tobacco Dealers Association and Seattle 
Retail Cigar Dealers Association sat with the Prose- 
cutor and prompted his questions. 

* The remainder is distributed: to industrial users, 


27.4%; to own wholesale branches or offices, 21.0%; 
export, 3.2%; to own retail stores, 1.9%; to consumers, 


1.6%. 
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this it is impossible to say that either 
method of distribution is not an “ordi- 
nary channel of trade.” 

This point was specifically covered ina 
recent decision of the Superior Court of 
Pierce County, Washington, in these 
words: 


The Law provides that the cost price shall 
be determined from purchases in the “‘ord- 
inary channels of trade” and not at a forced 
sale. The statute says this term “shall mean 
those ordinary, regular and daily transac- 
tions in the mercantile trade whereby title 
to an article or product, in no way damaged 
or deteriorated, is transferred from one per- 
son to another.” There is nothing in the Act 
prohibiting the retailer from buying his 
merchandise wherever he can and at the 
cheapest price he can. He may buy from 
jobbers, wholesalers, or direct from the 
factory. The only limitation is that he may 
not sell below his invoice price plus overhead. 
The purpose of the Act is to prevent the sale 
of “‘loss leaders” as being unfair competition. 
The Court holds that a purchase from the 
factory is made in the ordinary course of 
trade, as definied by the Act.? 


“Loss LEADER” 


Loss leader is defined in the Washing- 
ton Unfair Practices Act as follows: 

“Loss leader’’ means any article or product 
sold at less than cost as herein defined to in- 
duce, promote or encourage the purchase of 
other merchandise, or which may have the 
tendency or capacity to mislead or deceive 
purchasers or prospective purchasers, or 
which diverts trade from or otherwise injures 
competitors. 


The last clause of this definition is the 
one on which the State hung most per- 
sistently. Through repeated questions 
and objections it clearly indicated a con- 
viction that A. & P.’s lower price of ciga- 
rettes diverted trade from and therefore 


3 State of Washington vs. Theo. H. Zimmerman (Pay- 
less Drug Store), Pierce County, No. 83341, April 16, 
1941. 

* Section 1. Italics are the present author’s. 


injured competitors; such practices 
tended to create monopoly and were con- 
sequently unfair. 

The cry of monopoly is a familiar one 
in the independents’ discussion of chain 
stores. The facts show, however, that the 
chains rather than the independents 
should be alarmed, for they are the ones 
that are slowly losing ground. The fol- 
lowing figures from the Census of Busi- 
ness give the percentage of retail volume 
done by chains and independents in the 
United States and in the State of Wash- 
ington in each of the census years: 





1929 1933 1935 7939 
United States 
Chains 20.3%* 25.2% 23.3% 21.7% 
Independents 77.6 71.2 93.3 74.9 
Washington 
Chains 18.5 21.3 20.7 20.6 
Independents 79.2 75.5 75.6 75.1 


If diverting trade from a competitor 
constitutes injury for which the com- 
petitor may secure redress at law, then it 
must be acknowledged that one, if in- 
deed not the most important one, of the 
constituents of the competitive system is 
eliminated. The public generally, and 
perhaps even most merchants, think of 
competition mainly in terms of price; 
where price differences do not exist there 
is little or no competition. Each merchant 
strives to increase his own business by 
every competitive device known to him— 
location, service, prestige, quality, and 
the like—but not the least effective 
weapon is price.® If he is successful in this 
effort, he knows that some of his increase 
is at the expense of competitors. This is 
the risk that every competitor must take; 
it is the very essence of competition. 

The alternative to price competition, 
suggested by the State’s interpretation of 

5 The remainder was distributed among other owner- 
ship types, such as cooperatives, etc. 
® Certainly the retailer seeks price advantage in his 


own buying; but apparently he would deny it to the 
consumer. 
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‘injury to competitors,” would be to fix 
prices and thus to outlaw any shifting of 
customers from one store to another to 
secure the benefit of lower prices. It 
would tend to freeze the present distri- 
bution of patronage among retail stores. 
Despite the fact that the Supreme Court 
of Washington has declared that 

...the Unfair Practices Act, prohibiting 
sales below cost, is not a price-fixing stat- 
ee te 


the State contended that A. & P.’s lower 
price for cigarettes was “unfair” because 
it diverted trade from higher price com- 
petitors. The obvious solution was to re- 
quire A. &. P. to raise its price to the 
level of its competitors. The apparent 
justification for this was that other 
merchants generally maintained higher 
prices. But this point, too, the Supreme 
Court had already covered. 

The Unfair Practices Act prohib cing 
merchants from selling commodities below 
cost, does not specifically provide that mer- 
chants of any particular class may set prices 
to which all other mechants must conform.® 


The Washington legislature declared 
the purpose of the Unfair Practices Act 
to be: 

... to safeguard the public against the crea- 


tion of or perpetuation of monopolies and to 
foster and encourage competition. ... ® 


The State seemed greatly exercised over 
the myth of monopoly, but it did not in- 
dicate how competition could be “‘fos- 
tered and encouraged” by eliminating 
price differences nor how the public 
would be “‘safeguarded”’ by raising prices 
to higher levels. Its attitude suggested 
strongly that the declared purpose of the 
law was not the real purpose. 


“Cost” 
A. &. P. justified its reduction of ciga- 


7 Sears, 4 Wash. (2d) 200 (June 1940). 
§ Sutton, 2 Wash. (2d) 523 (February 1940) 
* Section 15. 


rette price from 18¢ a pack to 16¢ on 
April 24, 1941, on the following grounds: 
(1) the 18¢ price carried a greater margin 
of profit than the company typically 
made or wished to make, and it was con- 
trary to their established policy of small 
profits per unit on a large volume of 
sales; (2) the 16¢ price covered its own 
costs and included a net profit; (3) the 
decision in the Zimmerman case! indi- 
cated that it could legally use its own 
costs rather than the costs of other 
merchants or of ‘the industry” in setting 
its prices. 

The question of cost was the real crux 
of this case. It had been a central point in 
every other trial under the Unfair Prac- 
tices Act in Washington; but certain 
problems in connection with methods of 
determining cost had not been ade- 
quately clarified. Chief of these was the 
question whether over-all store cost 
must be used or whether costs might be 
segregated by commodities or depart- 
ments. 

In establishing its cost of selling ciga- 
rettes, A. &. P. presented an elaborate 
and detailed cost accounting system in 
which it had allocated costs to depart- 
ments and to individual commodities. 
The principles of the system had been 
worked out after consultation with gov- 
ernment experts who had conducted the 
Louisville Grocery and the St. Louis 
Drug Store surveys. They had then been 
applied, in a two-year study, to a group 
of 26 A. & P. stores in the New York 
area. The test stores were chosen to in- 
sure a representative sample of the entire 
organization, with the following consid- 
erations carefully weighed: city, subur- 
ban, and rural stores; racial differences 
and purchasing power of customers; ex- 
perience of managers; size, shape, and 
sales volume of stores; and distance from 


10 See above. Case decided April 16, 1941; A. & P. 
lowered its price April 24. 
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warehousing center. On the basis of time 
and motion studies of men in the store 
and in the executive offices and a consid- 
eration of the number, weight, and bulk 
of merchandise units a cost allocation 
formula was determined. By this formula 
a certain ratio or per cent of expense of 
warehousing, cartage, store salaries, rent, 
general branch, equipment depreciation, 
advertising, administration and supervi- 
sion was allocated to individual com- 
modities and groups of commodities. 
Thus was the overhead-cost of each item 
or group of items determined. 

By a simple process of analogy A. & P. 
then applied this scientifically con- 
structed formula to all its stores, includ- 
ing those in the Seattle area. It took care 
to make such modifications as changed 
conditions in each area seemed to indi- 
cate as necessary. 

The State did not present a cost study 
of its own but objected to A. & P.’s 
mainly on these grounds: (1) the basic 
survey was conducted some years ago; 
(2) the study was made in stores on the 
Atlantic Coast; (3) because of (1) and (2) 
the results could not be applied in Seattle 
today, where many conditions are dif- 
ferent; (4) an insufficient percentage of 
costs, particularly of advertising expense 
and of executive salaries, was allocated 
to cigarettes; (5) and finally a segrega- 
tion or allocation of costs was not within 
the meaning of the law. 

The core of this objection was the 
State’s contention that the law required 
the use of over-all costs, not segregated 
costs, in figuring prices of individual 
items. It argued that most merchants ap- 
plied a single cost-of-doing-business per- 
centage to all items to determine selling 
prices. This argument overlooked the ac- 
tual fact that most merchants, especially 
grocers, apply different markup percent- 
ages to different commodities and groups 


of commodities depending on whether 
they are staples or specialities, quick or 
slow movers, regular or seasonal items, 
and thus do by rule of thumb and in the 
tradition of the industry established by 
competitive practices what A. & P. has 
done more minutely on a scientific basis. 

Finally the State implied that since it 
was not possible for the small merchant 
to conduct such an elaborate cost survey 
for his own business, as he could not af- 
ford so expensive a study, it was unfair 
for any merchant to use one even though 
he could meet the expense of securing it. 
If this could be called unfair competition 
under the law, then the only fair practice 
remaining was the alternative of an over- 
all figure. 

The Court definitely cleared this 
point. The question had been broached 
in other cases (State vs. Sutton; State 
vs. Sears) but never before so squarely 
met as in these words: 

IT IS FURTHER ORDERED, ADJUDGED AND 
DECREED that the defendant, GREAT ATLAN- 
TIC & PACIFIC TEA COMPANY, a corporation, is 
entitled under the provisions of the Unfair 
Practices Act of the State of Washington, 
otherwise known as Chapter 227, Laws of 
Washington, 1939, to sell cigarettes in its 
stores in the State of Washington at prices 
based upon its invoice or replacement cost, 
whichever, is lower, plus its cost of doing 
business in cigarettes and tobaccos, com- 
puted by applying to its average over-all 
cost of doing business in all grocery com- 
modities in such stores the ratio between the 
cost of doing business in cigarettes and to- 
baccos, and the average over-all cost of doing 
business in all grocery commodities as shown 
in its “Expense by Commodities” Survey, 
being defendant’s Exhibit 2, herein. That 
defendant need not sell all commodities at a 
mark-up equal to its average over-all cost 
of doing business but may segregate its costs 
by commodities or departments." 


1 State of Washingtor. vs. Great Atlantic & Pacific 
Tea Co., King County, No. 326814, November 1, 1941. 
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TAXES AND MARK-UP 


The thoroughness with which A. & 
P.’s case was attacked is illustrated in 
the State’s effort to secure approval of 
higher prices by getting sanction for a 
higher base from which to start. There is 
a difference of opinion among account- 
ants and a variety of practice among 
merchants as to whether Federal and 
State excise taxes should be added to the 
price of an article before or after markup 
is figured. A. & P. added the tax after the 
cost of doing business markup was fig- 
ured, contending that it had no right to 
a profit on the tax and the consumer 
should not be required to pay a pyra- 
mided tax. The State contended that the 
merchant had a right to add his profit to 
the tax because he paid out the money 
and had extra costs because of the trans- 
action. Unfortunately for this position, 
the Office of Price Administration had 
within the month issued a press release 
urging that 

. manufacturers, wholesalers, and re- 
tailers dealing in articles subject to the new 
Federal manufacturers’ excise taxes .. . ex- 
ert their utmost efforts to prevent price in- 
creases to ultimate consumers exceeding the 
actual amount of the additional taxes... . 
Properly figured, the tax should be left out 
of all markup calculations.” 


UNANSWERED QUESTIONS 


The decision in the A. & P. case gives 
judicial approval to the use of segre- 
gated costs, rather than over-all costs, in 
determining prices of individual com- 
modities. This is its major contribution 
to the interpretation of Unfair Prac- 
tices laws. There remain unanswered 
some interesting questions, however. 


2 Press Release, October 1, 1941. 


On what basis are merchants to be 
classified? Of what “trade or industry” is 
a particular merchant a member? Spe- 
cifically, in the case at bar, would A. & 
P. be considered a member of the food in- 
dustry, the grocery trade, the meat trade, 
the fresh fruit and vegetable trade, the 
tobacco trade, or of each and all of 
them? On the answer to this question 
would depend the “particular trade or 
industry” whose “‘established cost sur- 
vey” would ‘‘be deemed competent evi- 
dence to be used in proving the costs of 
the one complained against.” Specifi- 
cally, again, would a cost survey made 
by the tobacco industry among cigar 
stores be properly applicable to the sell- 
ing of cigarettes in A. & P. stores? 

Is the declared purpose of the Act its 
real purpose? If so, how can the purpose 
be subserved by following the definitions 
contained in the Act? If not, is the real 
purpose to fix prices by enforcing fixed 
margins under government control? The 
National Retail Dry Goods Association 
and ten other national retail groups, in 
submitting a voluntary price-control 
plan to government agencies, declared 
that the cost of store operation varies 
so widely that it would be difficult to 
adopt any system of government con- 
trol under which prices or margins, 
either in dollars or percentages, could be 
flatly fixed or frozen for all stores on a 
particular item of merchandise.” 

Finally, is the Act constitutional? This 
question, it seems, depends on whether 
the Act works out in practice according 
to its declared purpose. Until, then, a 
case reaches the court in which this 
point is specifically at issue, the question 
of constitutionality will not be decided." 


4% Associated Press dispatch, February 19, 1942. 
M4 See Sears, supra. 








NATIONAL BRAND ADVERTISING AND 
MONOPOLISTIC COMPETITION 


HELEN G. CANOYER 


University of Minnesota 


Eprror’s Notre: Miss Canoyer’s careful analysis 
throws new light on one of the familiar problems of 
marketing. 


I. INTRODUCTION 


HIS is a study of the effects of adver- 
aon on monopolistic competition; 
of whether or not growth in concentra- 
tion of production is related in any way 
to growth in advertising.' This is not a 
study of the relation of the size of plants 
or firms in industry to advertising. Size 
qua size is not the point of interest. Size 
is of interest only if it gives control. Of 
course it is possible, as Dr. Willard L. 
Thorp pointed out in his testimony be- 
fore the Temporary National Economic 
Committee “that in many industries 


you can’t have concentration unless you 
have size (but) it is perfectly possible 
and probably true in many cases that we 
have small enterprises whose position in 
their own market is stronger than that of 
many of the larger enterprises in their 


market. .. . We have a group of cases in 
the patents field where, by definition and 
Government aid, you have complete 
dominance of a particular product by the 
holder of the patent, if it happens not to 
have been licensed so that others can 
produce it. In that case your single en- 
terprise is the sole producer as a result of 
its patent right.’ 


1It was pointed out by W. L. Thorp and W. F. 
Crowder in an article entitled “Concentration and 
Product Characteristics as Factors in Price-Quantity 
Behavior” printed in the American Economic Review, 
February, 1941, and reviewed in the July issue of THE 
JOURNAL OF MARKETING, that the importance of brands 
and the importance of advertising were not measured 
directly. The material in this article should prove valu- 
able in connection with the Thorp and Crowder study. 

2 Hearings before the Temporary National Economic 
Committee, Part 1, “Economic Prologue” p. 136. 1939. 
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The problem of concentration of pro- 
duction is one of control of production of 
a particular product. This oligopolistic® 
control of supply differs as basically 
from the theoretical concept of monop- 
oly as it differs from the rarified concept 
of perfect competition.‘ The position of 
the oligopolist is one of intensive rivalry 
among producers for control of the sup- 
ply of the product, recognizing that the 
action of each oligopolist may bea boom- 
erang, resulting in repercussions more or 
less severe depending on the degree of 
rivalry. 

For example, large corporations, such 
as the Standard Oil Company and the 


3 “Oligopoly” is a term used to describe the case “‘in- 
termediate between monopoly and competition.” 

4 Essentially monopolistic competition prevails when: 
(a) “the number of sellers in a market is greater than 
one, yet not great enough to render negligible the influ- 
ence of any one upon the market price’”’ (Chamberlin, 
Edward, The Theory of Monopolistic Competition, p. 
56); (b) “each seller enjoys a market which is fo a de- 
gree protected from those of the others’’ ([did., p. 100); 
(c) each seller, in striving for an advantage, is aware 
that the actions of his competitors will influence the 
total supply of the product offered on the market, the 
demand of those buying the product and therefore the 
price at which the product can be sold. His own manipu- 
lation of price is therefore limited by this realization. 

Complete monopoly, on the other hand, means the 
absolute control of supply by one seller and in its perfect 
form is a useful theoretical concept but does not describe 
any part of the structure of our present industrial and 
business life. 

The conditions under which perfect competition 
would exist are of such a static and unrealistic a nature 
that they will never be found in a dynamic economy 
such as the one in which we live today. Joan Robinson 
points out that under the assumptions of perfect com- 
petition (complete and instant mobility of the agents of 
production, no change in the arts so no lack of knowl- 
edge, dominance of the economic motive and infinite 
divisibility of the factors) a multitude of producers 
would behave as a monopolist. Thus, conditions of per- 
fect competition must lead to monopoly (Robinson, 
Joan, Economics of Imperfect Competition, p. 5.) 
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United States Steel Corporation, own or 
control so large a portion of the total 
supply of certain goods that their single 
decision to curtail production has an im- 
portant effect on the total supply of 
goods available to consumers. On occa- 
sion, such corporations have used this 
power of control consciously to benefit 
the owners. On the other hand, these 
corporations have been restrained from 
curtailing supply and thus causing price 
to rise beyond a certain point because of 
fear of what the other producers might 
do. 

This condition of monopolistic com- 
petition, sired by the industrial revolu- 
tion with its introduction of large-scale 
production, and constantly fed by tech- 
nological change, appears to be func- 
tionally related to the intensive attempts 


TaBLe I. DistrR1BUTION OF QUESTIONNAIRES 
BY INCOME AND GrouP 








Family Income 








Classification® 
Grou} 
Inter- 
Low medi- High Total 
ate 
Men Students—University 
of Minnesota.......... $2 195 70 317 
Women Students—Univer- 
sity of Minnesota....... II 78 12 101 
Housewives.............. 1000 277 70 447 
Business and Professional 
Seren 102 23 3 128 
Business and Professional 
DGcéGiaes dies votes 45 30 38 113 
Se ee eee 310 ©6603—s«193,:1, 106 





* Low=below $1,500; Intermediate=$1,500-$5, 500; 
High =over $5,500. 


on the part of producers to isolate mar- 
kets. 

The writer has studied the economic 
effects of advertising on but one measure 
of monopolistic competition, namely, the 
proportion of the total output of closely 


related commodities produced by a few 
firms. Furthermore, of the possible 
“causes” of monopolistic competition 
the writer chose one, namely, advertis- 
ing. Thus, this study is limited to the 
economic effects of one of the possible 
causes of monopolistic competition, ad- 
vertising, on concentration of produc- 
tion. No attempt has been made to 
study those aspects of monopolistic com- 
petition which throw light on the slope of 
the demand curve facing the individual 
firm and the relation of advertising to it. 
Thus, complete consideration of the eco- 
nomics of advertising is far beyond the 
scope of this article. 


II. Sources or MATERIALS AND 
Metuops FoLLoweED 


Both the historical and field survey 
methods were used. By the “historical 
method” is meant the use of already 
published material in the form of specific 
data, newspaper articles, pamphlets, 
magazine articles and books. 

The field survey was conducted by 
means of simple questionnaires. A distri- 
bution of the 1,106 edited questionnaires 
by family income and by occupation is 
given in Table I.° 


III. Finpincs or Fact 


The findings of this study can be 
briefly summarized in answers to the 
four questions which are considered in 
succession below. 


5 College students were used for a large part of the 
present study because other similar studies which had 
used them found college students’ brand reactions to be 
a fairly accurate index of the brand reactions of the 
general public. For example, in the study made with 200 
students and 200 business people in 1925 in New York 
Professors Hotchkiss and Franken found that the busi- 
ness group and the college group correlated closely for 
the total number of brands recalled for each commodity 
and especially for the ranking of the brands themselves. 
A description of their findings will be found in Measure- 
ment of Advertising Effects, p. 41, by Hotchkiss and 
Franken. 
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A. Do we have concentration of produc- 
tion? 


The data for this answer were obtained 
from two sources, namely, the Census of 
Manufacturers® and the National Re- 
sources Committee.’ 

It was found that in those commodity 
fields studied there is concentration of 
production, but in varying degrees. For 
example, it is highest for cigarettes, au- 
tomobile tires and toilet soap. These also 
are the three fields where concentration 
of production increased the most from 
1899 to 1937. It is medium for gasoline, 
and low for shoes, perfumes and cosmet- 
ics, and drugs. Although concentration 
was lowest in the three last-named fields, 
yet since four firms control 26%, 25%, 
and 23% respectively of the industries’ 
business, the control is significant enough 
to be effective.® 


6 Value of product and average number of employees 
per establishment were the two criteria used to measure 
concentration of industrial production. These measures 
were used in two ways, namely, (a) as absolute numbers 
permitting comparison among several industries, and 
(b) as proportions of the total for each separate industry. 
These measures were chosen after careful study of The 
Integration of Industrial Operations, a Census mono- 
graph by Willard L. Thorp: Concentration of Control as 
Compared with 1890, an article by Shaw Livermore 
printed in THE JOURNAL OF MARKETING, 1940; and The 
Structure of the American Economy, Part 1, prepared 
by the Industrial Section of the National Resources 
Committee in 1939 and under the direction of Gardiner 
C. Means. 

7 The Structure of the American Economy, National 
Resources Committee, 1939. Prepared by the Industrial 
Section under the direction of Gardiner C. Means. Part 
I. The third section of this report dealt with the prob- 
lem of measuring size of establishments and concentra- 
tion of production. The Committee used three different 
measures of size, namely, number of wage earners, value 
added by manufacture and value of product. The writer 
used the concentration index prepared by this Commit- 
tee to measure concentration of production. 

8 Control is measured by the concentration index com- 
piled by the National Resources Committee. Since it is 
believed that not much change in concentration took 
place in the two years between 1935 and 1937, this index 
is compared later on with 1937 findings. The index repre- 
sents for each industry the proportion of the total value 
of product contributed by the four largest producers in 
that industry as follows: 


B. When there is concentration of produc- 
tion, is advertising important and is the 
converse true? 


In some industries in which there is 
concentration of production, advertising 
is important and in some it is not. 

Importance of advertising can be 
measured for each of eight selected in- 
dustries® in terms of: (a) the total dollars 
spent for advertising in the industry; 
(b) the per cent of total advertising ex- 
penditure by the industry which is used 
by four firms; and (c) the ratio of adver- 
tising to sales for each industry.’° The re- 





Concentration 
Index 

. Cigarettes 89.7% 

. Automobile Tires 80.9 

Soap 73- 

. Petroleum Refining 38. 

Shoes 26. 

. Perfumes, Cosmetics, etc. 25. 

. Drugs and Medicines 23. 

. Canned and Dried Fruits and 

Vegetables, etc. 


Name of Industry 


I 
2 
3- 
4 
5. 
6 
7 
8 


097 
22./ 


* Considering only those industries for which we have 
measures of the concentration of production, advertising 
appropriations, brand recall, brand use and value of 
product, we have the following eight groups: cigarettes, 
automobile tires, toilet soap, petroleum refining (gaso- 
line), shoes, perfumes and cosmetics, drugs and medi- 
cines and canned and dried fruits and vegetables. 

10 Because it is impossible to obtain a figure for 
total advertising by commodity fields, it was necessary 
to use magazine advertising only. The magazine ad- 
vertising totals have been obtained from “Leading 
Advertisers” Curtis Publishing Company, which shows 
Advertising Expenditures of Advertisers Spending 
$20,000 or more in 35 Leading National Publications. 

As an example of the difficulty of obtaining magazine, 
radio and newspaper advertising appropriations for the 
specific fields needed in this study, the reader is referred 
to one of the few dependable compilations, namely, 
that by the Bureau of Advertising, American News- 
paper Publishers Association. In 1937 there was no 
“Perfumes and Cosmetics” Group. The nearest was 
“Toilet Goods” which included such items foreign to 
Perfumes and Cosmetics as Gillette Safety Razors, 
Pepsodent Tooth Paste and Scott Paper. There was 
no classification similar to “Canned Fruits and Vege- 
tables.” The nearest class was Grocery Products which 
was too complex a grouping to permit a separation of 
canned goods. 

Moreover, a study conducted by the Perry-Hanley 
Advertising Company in 1926 indicated that people 
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lationship between these three measures 
of the importance of advertising and the 
measures of present concentration of pro- 
duction as well as the measures of trend 
in concentration of production was ex- 
amined. 

First, in terms of total dollars spent 
for advertising, it appears that those in- 
dustries which are the most highly con- 
centrated do not spend the greatest 
amount for advertising. For example, in 
Table 2 we see that dollar advertising in 


TABLE 2. THE Ranks oF Escut Inpustries Accorp- 
ING TO TOTAL ADVERTISING APPROPRIATIONS IN 
MAGAZINES AND CONCENTRATION 
oF Propuction" 








Rank of 
Advertis- 
ing Ap- 
propria- 
tions 


Rank of 
Concen- 
tration 


Commodity 





Drugs and Medicines 

Canned Fruits and Vegetables 
Perfumes and Cosmetics 
Cigarettes 

Petroleum Refining 

Shoes 

Automobiles Tires 

Toilet Soap 


on Ant ON 
wnnt = HDor~l 





1935 was highest in the field of drugs and 
medicines, which industry was one of the 
least concentrated of the eight, and it 
was lowest for soap, which ranks high in 
concentration of production. The rank 





pay more attention to magazine advertising than to 
newspaper advertising in purchasing most commodities. 
Thus, these available data on magazine advertising 
probably are just as, or more, representative of money 
spent on effective advertising than would be figures on 
the total advertising appropriations. 

" A weakness of these figures must be kept in mind 
when making such an analysis, however. Several of the 
classifications are not entirely comparable. For example, 
the concentration of production index refers to “canned 
fruits and vegetables, preserves, etc.”” whereas the only 
advertising appropriations at all comparable are for the 
narrower classification, “canned goods.” Likewise, 
there is reason to doubt that the classifications for 

drugs and medicines” and for “soap” are strictly com- 
parable in coverage for both measures. 


correlation between total advertising ap- 
propriation and concentration of produc- 
tion is —.69. Thus it appears that there 
is some tendency for highly concentrated 
industries to have smaller advertising 
budgets. In other words, it shows that 
advertising is not essential to concentra- 
tion. 

Among those industries which are 
more highly concentrated, namely, ciga- 
rettes, automobile tires, and toilet soap, 
there is a strong tendency for fewer 
brands to be recalled. The rank correla- 
tion between the concentration index 
and total number of brands recalled is 
shown as —.71. This does not mean, how- 
ever, that because the largest advertising 
appropriations are not spent by the most 
concentrated industries, and because 
fewer brands are recalled for industries 
of greater concentration of production, 
advertising is ineffective under condi- 
tions of concentrated production. On the 
contrary, manufacturers of the most 
concentrated industries impress their 
brands on the mind of the consuming 
public with somewhat greater success 
than do those in less concentrated indus- 
tries where there are many more firms 
competing for the patronage of the con- 
sumer. The rank correlation between the 
concentration index and percentage of 
the brands recalled which were manu- 
facturers’ brands is .62. This rho indi- 
cates that in those fields where control 
by four firms is high, advertising tends 
to be more effective than it is in less con- 
centrated fields. 

Second, in terms of the ratio of adver- 
tising appropriation to sales for the in- 
dustry, there is no relationship between 
control of production by four firms and 
the ratio of dollars spent for advertising 
to sales for the industry.” Soap is the 


12 There are no complete data available for total sales 
for the eight commodity fields used in this study. Com- 
munication with several research bureaus brought the 
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only commodity field where there is any 
similarity of ranks—third in concentra- 
tion of production and second for ratio 
of advertising to sales. 

Third, in terms of the percentage of 
total advertising done by four firms hav- 
ing the largest dollar advertising appro- 
priations, there is considerable direct re- 
lationship with concentration of produc- 
tion.” The three most highly concen- 
trated commodities, namely, cigarettes, 
tires and soap, have the highest concen- 
tration of advertising whereas one of the 
least concentrated, namely, gasoline, has 
relatively low concentration of advertis- 
ing. The concentration of production ra- 
tios for these four commodities listed in 
the above order are 90, 81, 74 and 38 
whereas the concentration of advertising 
ratios in the same order is 92, 73, 99 
and 52. This naturally would result not 
only in a concentration of recall on a few 
brands—the smaller the number the 
greater the control of production by four 
firms—but also in a concentration on 
manufacturers’ brands in those indus- 
tries where production is largely con- 
trolled by the four manufacturers who 
spend the largest proportion of the total 
advertising of the industry. 

The relationships between the three 
measures of the importance of advertis- 
ing“ and growth in concentration of pro- 
duction during the period, 1899-1937, 
are similar to those found between the 
three measures and present concentration 
of production.” In general, there is no 





same reply, “I know of no ready source for retail sales 
figures on all commodity classes enumerated”—Com- 
mittee on Consumer Relations in Advertising, Inc. 
“Value of product” figures published in the Census of 
Manufactures were used as an inadequate but best 
available substitute. 

13 r= 62. 

4 The three measures: total dollars spent, percentage 
of advertising appropriation to total sales of industry, 
and percentage of total advertising done by leading four 
firms to total advertising of industry. 

6 The relationships wouldn’t be expected to be similar 


tendency for those industries which have 
had the greatest increase in concentra- 
tion of production to spend the largest or 
smallest amount for advertising. The 
rank correlation is .24. On the other 
hand, there is a considerable relation- 
ship between chronological concentra- 
tion of production and the per cent of to- 
tal advertising expenditure used by four 
leading firms of each industry. The rank 
correlation here is .71. This suggests a 
strong tendency among those industries 
in which four firms did a large part of the 
total advertising to have the most con- 
spicuous growth of concentration during 
the period 1899-1937. There is also some 
tendency for people to recall the brands 
of the firms which concentrated most 
rapidly during this period in preference 
to the brands of the less rapidly concen- 
trated firms. 


C. When advertising is important, is 
brand recall high? 


There seems to be a slight tendency 
for people to recall those brands the dol- 
lar advertising of which ranks highest as 
per cent of total sales of the industry. 
However, if we take only those brands 
recalled by at least 25 per cent of those 
interviewed, there is a much higher rela- 
tionship.’ It appears, then, that the 
larger the proportion of the sales of an 
industry which is spent to advertise the 
products of that industry, the more ef- 
fective advertising becomes in familiariz- 
ing the public with the brand names of 
that industry. 

There is no relationship between the 
size of the advertising appropriation and 
either the total number of brands re- 
called (except for perfumes and cosmet- 
ics, and canned fruits and vegetables); 





since the rank correlation between growth in concentra- 
tion of production and present concentration of produc- 
tion is but .57. 

16 Rank correlation =.82. 
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or the concentration of recall of one 
brand (exception here also is perfumes 
and cosmetics). 

There is a slight negative correlation 
between concentration of advertising!” 
and total brands recalled and vice versa. 
Fewer brands tend to be recalled for 
those commodities in which the ratio of 
advertising of first four brands to total 
advertising of the industry is high. This 
indicates that such concentration of ad- 
vertising is effective. 


D. When recall is high, is there concentra- 
tion of use? 


For commodities as a whole the corre- 
lation is rather high.'* If we examine the 
relationship between brand recall and 
use of the brand for each commodity 
separately, we find that it is high for 
cigarettes, fair for soap and slight but at 


17 Three methods were used to measure concentration 
of recall in 1937, namely, (a) the total number of 
brands recalled, (b) the number of brands recalled by 
at least 25 per cent of the consumers, and (c) the per 
cent of consumers who recalled the leading brand. 

18 r=.86 relating percentage recalling the first brand 
and percentage using the first brand. r=.g5 relating per- 
centage of recalled brands which were manufacturers 
brands and percentage of used brands which were manu- 
facturers’ brands. 


least some for canned fruits and drugs. 
For specific commodities the relation is 
very high if we use just the first ten 
brands recalled running from a low of 
r=.80 to a high of r =.99."° 

We may conclude, in brief, that: 

1. Although advertising has been ef- 
fective in increasing sales, yet even 
when used heavily it has not led to 
concentration of production. 

2. Advertising facilitates large-scale 
production but has not always ac- 
companied concentration of pro- 
duction. 

3. Advertising has not intensified con- 
centration of production and there- 
fore does not lead to control. 

4. Brand recall and use follow adver- 
tising; therefore manufacturers may 
sell even though the price is high. 
This evidence of monopoly is not 
necessarily accompanied, however, 
by a growth of individul firms to a 
point where they control the total 
supply, or even an important part 
of the supply, of closely related 
products of the industry. 


19 r=.99. The ranking order of the r’s is soap, canned 
fruits, cigarettes, shoes and gasoline 
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EARLY TEACHERS OF MARKETING 


H. H. MAYNARD 
Ohio State University 


ib AN earlier edition of this magazine in 
connection with an article which pre- 
sented certain facts relative to early courses 
in Marketing, it was suggested that if any 
significant facts had been overlooked, they 
should be brought to the attention of the 
author so that the record might be made 
as complete as possible.! Several letters were 
received which indicated that certain phases 
of the subject might well deserve additional 
study. 

The author is indebted to Professor Paul 
D. Converse of the University of Illinois, 
who, after the appearance of the article 
kindly made a careful study of the existing 
curricula records of the University of Illi- 
nois and in addition secured more confirma- 
tory facts from Dr. David Kinley, former 
president of that university but during that 
period, a distinguished member of the Eco- 
nomics staff and thus in a position to speak 
with authority relative to curricular develop- 
ment of the university. 

In the year 1902-3. The Bulletin of the 
University of Illinois announced two courses 
of interest to the modern Marketing man. 
One, entitled, “Institute of Commerce” 
comprised “‘a discussion of such subjects as 
“kinds of commerce, and importance and 
organization and management of commercial 
transactions.” The other course was known 
as “Institute of Commercial Policies” and 
considered ‘“‘a discussion of domestic com- 
mercial policies, trade restrictions, protec- 
tion against unlimited competition and 
against the misuse of credit... etc.” 

In the year 1903-4, these courses were 


1 THE JOURNAL OF MARKETING, Volume V, No. 4, 
April 1941, p. 382. 
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reorganized in such a way as to devote the 
content of the first course to “A comparative 
study of the various forms of commercial 
organization such as general, wholesale, and 
retail trade, department, cooperative and 
company stores, peddling, huckstering and 
hawking, booths, auctions, commercial agents 
including commercial travelers and the 
coupon system.” The second course seems 
to have been definitely in the realm of the 
marketing of farm products and in its de- 
scription uses the word “marketing” in a 
connotation much like that of the present. 
It will be recalled that in the article of 
April, 1941, the author, after careful investi- 
gation decided that a course offered at the 
University of Michigan by Dr. E. D. Jones 
in 1902, was worthy of classification as lying 
in the field of Marketing and that it appeared 
to be the first course justifying that distinc- 
tion. As such it preceded one introduced at 
the Ohio State University by Dr. J. E. 
Hagerty in the year 1904-5 which had long 
been considered the first course in Marketing 
in any university. It is therefore necessary 
to weigh the claim of the University of Illi- 
nois for equal ranking with Michigan in this 
respect. Careful consideration of the nature 
of the two courses, one at Illinois and one at 
Michigan, does not cause the author to 
change his decision in favor of Michigan. 
This is because of the fact that the courses 
offered at Illinois in 1902-3 were judged, by 
their catalog descriptions at least, perhaps 
more in the field of commercial policies than 
in what is now known as Marketing. Doubt- 
less catalog descriptions are inadequate as 
historical evidence, but without further evi- 
dence it does not seem possible to classify 
the Illinois offering as being as definitely in 
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the field of Marketing as was the course at 
Michigan offered the same year. 

But by the next year, 1903-4, Illinois 
seems to have been definitely teaching Mar- 
keting. Curiously enough, each University 
(Illinois and Michigan) expanded or di- 
rected its efforts in that year so that a one 
semester course in each institution was de- 
voted to the marketing of agricultural prod- 
ucts. 

Since the article above referred to pre- 
sumed to cover instruction in this field prior 
to 1910, it is necessary to add acomment rela- 
tive to the pioneer work of Mr. Ralph Starr 
Butler, one of the most influential factors 
in the development of Marketing instruc- 
tion.? In May of 1910, Prof. Butler joined 
the extension staff of the University of Wis- 
consin and found a list of ninety-six courses 
listed as being available for correspondence 
students. Among them were offerings in Ad- 
vertising and Salesmanship, Advertising 
Campaigns, Sales and Purchases, and Store 
Management. 

Prof. Butler at once recognized that these 
courses, although useful in themselves, 
should be preceded by a basic course in the 
Principles of Marketing. Accordingly he 
prepared an outline under the heading “‘Sales, 
Purchase and Shipping Methods” and in it 
included much of the content of a modern 
course in Marketing. This course was avail- 
able for students studying by corrrespond- 
ence in the autumn of Ig!o, although it did 
not appear in a printed catalog until the next 


* Mr. Ralph Starr Butler is now Vice-President in 
charge of Merchandising of the General Foods Corpora- 
tion, New York City. 


winter, i.e., in 1911. In the autumn of 1913, 
this offering was announced as a course in 
Marketing Methods. 

The development of the field of Marketing 
at Wisconsin by Butler is especially interest- 
ing to the students of Marketing course his- 
tory for out of his teaching came his contribu- 
tion to the series of business books by the 
Alexander Hamilton Institute, and he thus 
was placed in a position to influence teach- 
ing in other institutions since the policy of 
that organization of making their books 
available for classroom use was established 
very early. 

Volume Nine of the Institute Series pub- 
lished in 1911 under the title of “Selling and 
Buying” has as its central portion much of 
the material offered by Dr. Butler on the 
Wisconsin campus. It is directly in line with 
the modern concept of the term and thus 
must be considered as one of the most in- 
fluential of the early contributions to the 
field. In the 1914 edition of the book, the 
Butler material was presented under the 
head “‘Marketing Methods” and this as- 
sisted in establishing the term Marketing 
both on the campus and in the vocabulary of 
the business man. But it must be recog- 
nized that although this use of the term is, 
so far as the author has been able to de- 
termine, the first in any book, the term 
“marketing” had already come into con- 
siderable use at least in catalog descriptions 
of the rapidly rising courses in the field of 
Marketing in the various universities. But to 
Dr. Butler must be assigned the honor of 
first giving the dignity of a book title to the 
term, “Marketing,” as applied to the dis- 
tribution of manufactured products. 
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A RETAIL TRADING AREA 


PAUL D. CONVERSE 
University of Illinois 


HE FOLLOWING figures are published for 
those who are interested in retail trad- 








Average No. Miles 
Percentage Travelled to Make 








. Making Last Purchase 
ing areas. The figure are from a 1941 survey Pell 
of 103 families in the retail trading area of a Commodity chasein Resi- All 
small town—Cissna Park, Illinois. This town Cissna dents of Farm-Fami- 
has a population of 582 and is located in the Park Cissna ers lies 
“black soil” belt in eastern Illinois. In rela- Park 
tion to trading centers it is 17 miles n.e. of Plumbing 53 3-8 6.4 §.2 
Paxton (pop. 3,100); 19 miles n.w. of Hardware 69 0.4 11.9 7.3 
Hoopeston (pop. 5,400); 23 miles s.w. of — Repairs rig fs .. 
: 7 ‘ : 25 
Watseka (pop. 3,700); 40 miles s. of Kanka- Implements 25 0.35 9.7 9.6 
kee (pop. 22,000); 40 n.w. of Danville (pop. Auto Repairs 42 6.4 11.§ 9.7 
37,000); and 45 miles n.e. of Champaign- Fuel 69 6.2 13.5 10.4 
Urbana (pop. 37,000). The survey was made Auto Accessories 37 6.3 15.5 12.2 
by Isabelle Purnell, graduate student at the OuOMS 2 oo oS a 
y + SS SUREM, GSGUate Stuce © Jewelry Repair 48 12.4 13.6 13.1 
University of Illinois. Gesmoties 40 11.3 16.3. 14.5 
Percentage Average No. Miles Heating 45 16.5 15.0 15.6 
Making Travelled to Make Yard Goods 25 14.0 21.8 17.2 
Last Pur- Last Purchase Work Clothes 28 21.3 15.9 17.8 
Commodity chase in Elec. Equipment 45 15.3 25.1 20.5 
Cissna = Resi- All Men’s Underwear 22 28.5 14.5 20.7 
Park dents of Farm- Fami- Automobile 25 17.6 28.8 24.7 
Cissna ers lies Furniture 37 36.9 22.7 29.1 
Park Dress Shirts 12 33-7 24-9 30.6 
Women’s Underwear 12 43:6 26.§ 33-7 
Average All Housedresses 5 42.1 29.1 35.1 
Commodities 33 _ — —_ Draperies 7 43-9 33-0 38.5 
Eggs 21 06 — 0.6 Linens 17 37-3 41.0 39.1 
Lumber 70 0.25 2.8 1.8 Children’s Dresses I 4 34:3 20:3 
Meat 35 7 “a5 3.3 Floor Coverings 24 45.8 36.2 40.8 
Gasoline 41 a 8.5 44 Men’s Suits 4 §2.9 33-4 40.9 
Groceries 69 ae €h «438 Afternoon Dresses I 53-7 31-4 41.1 
Paint 62 0.26 7.8 4.§ Hosiery 14 37-2 §1.3 45-4 
Drugs 75 2.3 970 $0 Shoes 7 a3.:7 90.1 47-2 
Fruits and Veg. 66 3.3 6.3 62 Millinery ° 46.0 $4.8 51.1 
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Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. It is ex- 
pected that this classification will be used 
consistently in subsequent issues of THE 
jourNAL. It is hoped that this method of 
designation will lead to easy reference by our 
readers. Suggestions from them as to desira- 
ble changes will be welcomed by the editors. 


List or GENERAL HEADINGS 


1. Advertising 
Commodity Studies 
2. Industrial Marketing 
3. Marketing Farm Products 
4. Marketing Minerals 
s. Marketing Services 
6. Producers’ Marketing of Consumer 
Goods 
7. Product Analysis 
8. Consumer Studies 
g. Cost of Marketing 
10. Foreign Trade 
Functional Marketing 
11. Cooperative Marketing 
12. Credit—Mercantile and Retail 
13. Retailing 
14. Transportation 
1s. Warehousing 
16. Wholesaling 
Government and Marketing 
17. Federal, State, Local Regulation 
18. Taxation 
19. Marketing Theory 
20. Prices and Price Policies 
Statistics 
21. General Market Statistics 
22. Market Area Studies 


23. Research Technique 
24. Miscellaneous 
25. War and Marketing Policy 


1. ADVERTISING 


1.1 Advertising Flourishes in Canada De- 
spite Price Ceilings. Margaret Brown 
in Printer’s Ink, June 12, 1942, pp. 22- 
28. 


Among the difficulties being faced by ad- 
vertisers in Canada at the present time are 
the following: (1) It is illegal to advertise or 
display rubber products. (2) Cooperative 
advertising of women’s, misses’ and chil- 
dren’s wear as well as consignment selling of 
such merchandise is limited. (3) Retail de- 
livery is prohibited unless the merchandise 
being delivered is of one dollar or more in 
value. (4) Bread and bakery products can- 
not be returned by retailers to bakers. (5) 
Varieties are limited in a vast number of 
lines. For example, bread makers are limited 
to fifteen varieties of bread and four varieties 
of rolls in any one day. Paint is now pro- 
duced in but twenty colors as compared with 
thirty before the war. Cream cannot be sold 
in a container holding less than one half-pint. 

In spite of such limitations as the fore- 
going, advertising is still widespread in 
Canada. The general tendency has been for 
the large advertisers to adopt copy which 
encourages people to act as the government 
wants them to act. For example, tire manu- 
facturers are advertising programs under 
which customers can extend the life of their 
present tires. Phonograph record manufac- 
turers are advertising that they will give a 
cash allowance on all old records turned in to 
retailers. : 

It is interesting to note that, in contrast 
with policy in the United States, the Cana- 
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dian government has become the number 
one advertiser. “Government campaigns 
have not been confined to the raising of funds 
for the war effort but have explained many 
regulations as they came along and informed 
us of the need for those regulations.” 


1.2 Guarantees in Advertisements as Viewed 
By Federal Trade Commission. I. W. 
Digges in Printer’s Ink, June 12, 1942, 
PP. 41-42. 

The Federal Trade Commission has taken 
the position that such unqualified terms as 
“guaranteed” and “‘fully guaranteed” com- 
mit the advertiser to an unlimited guarantee. 
Under such a guarantee the advertiser is 
liable not only for a refund of the purchase 
price but also for attendant damages. Spe- 
cifically, if a food product sold under an un- 
limited guarantee causes a purchaser to 
become ill as a result of some foreign matter 
contained in the package with the food, the 
advertiser is liable not only for the purchase 
price refund but also for any necessary 
medical treatment, compensation for loss of 
employment, and so on. 

Under a limited guarantee, such as is ex- 
pressed in the phrase “‘guaranteed to exceed 
government specification,” the advertiser’s 
liability is limited to the specific matter 
which he guarantees. However, if in this case 
the guarantee proves untrustworthy, the 
advertiser is also liable not only for a refund 
of the purchase price but also for any other 
costs or damages which his guarantee gave 
rise to on the part of the buyer. 

As a result of the foregoing opinion of the 
Federal Trade Commission any advertiser 
should keep the following statement in mind: 
“Whenever and wherever reference is made 
to the guarantee, state in immediate conjunc- 
tion with that reference all the conditions 
and all of the terms which are included in a 
formal statement of the guarantee or in 
actual practice underlie the administration of 
the guarantee.” 


1.3 What Consumers Really Think about 
Advertising. Daniel Starch in Printer’s 
Ink, July 24, 1942, pp. 26-27. 


The question ‘“What do you think of ad- 


vertising in relation to yourself and your 
buying?” was asked in a personal interview 
with 1,120 persons by the Daniel Starch 
staff. Those questioned were about evenly 
divided between men and women and were 
representative of all economic levels and all 
sections of the United States. 

Analysis of the answers given indicates that 
58% of those interviewed believed that ad- 
vertising gave them certain specific benefits. 
Among the benefits indicated were— 


(1) A guide to buying. 

(2) An indication of new items offered on 
the market. 

(3) Information as to better quality mer- 
chandise at lower prices. 


On the other hand, 6% of those inter- 
viewed stressed a disbelief in advertising, 
while an additional 10% felt that their buy- 
ing was not influenced by advertising in any 
way. An additional 11% claimed that they 
merely read advertisements but that such 
advertisements had little effect on their buy- 
ing. A final 15% indicated that advertising 
had some general effect on their buying 
habits but were unable to indicate exactly 
what this effect might be. 


1.4 Last Versus Usual Purchase Questions. 
L. P. Guest, The Fournal of Applied 
Psychology, April 1942, pp. 180-186. 


Of importance to market research is the 
question: “Can more accurate information 
be received in response to a last-purchase 
question or to a question framed in terms of 
what brand does the respondent usually pur- 
chase?” The general argument has been that 
a usual-purchase question allows the subject 
to pick a more favorable reply whereas a last- 
purchase question gives him less chance of so 
responding. 

This article reports a study of two groups 
of college students in which one group was 
given a questionnaire based on the last- 
purchase principle while the other was tried 
according to the usual-purchase principle. 
The conclusion was clear-cut, and indicated 
that the two types of questions give com- 
parable answers when the results are treated 
for groups rather than for individuals. In 
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other words, brand preferences may be in- 
dicated as accurately by one approach as by 
the other. 


1.5 Agency and Advertiser Desires in Sta- 
tion Research. Herman S. Hettinger, 
Washington: National Association of 
Broadcasters, 1942, 35 pp. 


Reasoning that station, or non-network, 
broadcast advertising, in contrast to net- 
work, constitutes the greatest potential field 
of expansion the author points to the need of 
a station-research program commensurate 
with the potential. This has led him to survey 
“current opinion among advertising agency 
executives, especially time buyers, and 
among the advertising and sales executives 
of companies using non-network advertising 
concerning the following aspects of non-net- 
work advertising: a. what factors they con- 
sider important when buying station facili- 
ties; b. the methods they prefer for measuring 
such of these as can be analyzed quantita- 
tively; and c. their opinion of the quality and 
usefulness of current station research.” Mail 
questionnaires were sent out during the sum- 
mer and early fall of 1941. The 294 responses 
are admittedly not a cross section of the ad- 
vertiser and agency fields. So, “it would be 
well to consider the replies as representing 
the more informed or progressive attitude in 
the field rather than the average opinion.” 

Station popularity, program audience, 
listening area, and audience for preceding 
and following programs, with little difference 
between them, were found to be the four 
factors given the greatest importance when 
purchasing station facilities. For measuring 
station popularity the average station audi- 
ence measurement is much preferred by all 
three groups of respondents, namely leading 
spot agency executives, all agency executives, 
and company advertising executives. Rate 
according to their first choice all three 
groups preferred the telephone coincidental 
method of measuring program audience. On 
the same basis mail’ studies such as WLW’s 
use of counties in which mail response 
equalled one per cent or better of radio 
families was the method preferred by all 
groups for measuring listening area. Only 30.4 


per cent of the 69 leading spot agency execu- 
tives, 26.3 per cent of the total (209) agency 
executives, and 18.8 per cent of the 85 com- 
pany advertising executives thought that 
radio station research was equal to or su- 
perior to that of competing media. It appears 
that what these groups believe is needed most 
to improve this situation is conservative, 
factual, standardized station data. 

This brief resume of a few highlights of the 
study is more unsatisfactory than usual in 
this instance because it must omit the many 
excerpts that have obviously been carefully 
culled from the responses to show those 
subtle but significant variations in “how a 
man is thinking” that elude statistical 
analysis. 


1.6 Public Relations Developments of 1941. 
Clark Belden, Boston: The Author, 
New England Gas Association, 41 Mt, 
Vernon Street, 1942, 8 pp. (mimeo.). 


Opinions on the changes in public rela- 
tions during 1941 have been culled from the 
letters of 26 executives in 9 different fields. 
Some interesting observations from this 
miscellany of opinion, which admits of no 
general summary, are: the necessity of pub- 
lishing the truth prompt/y ; practically all the 
attacks on the oil industry come from within 
the industry; there is danger of proclaiming 
one’s virtues too loudly; too much public 
relations affecting the nation as a whole is 
decided upon in New York. Some opinions 
on conspicuous successes and failures in 1942 
are also given. 


3. MARKETING FARM PRODUCTS 


3-1 The Disposal of Agricultural Surpluses. 
J. B. Condliffe, Journal of Farm Eco- 
nomics, May, 1942, pp. 434-446. 

Partly as a result of the war, we find that 
certain countries are building up surplus 
stocks while, at the same time, other coun- 
tries are suffering significant shortages. This 
article raises the question of how these sur- 
pluses are to be distributed when the war 
ends. 

The general conclusion is that we will find 
international control schemes necessary for 

a large range of commodities, including not 
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only the staples such as wheat, cotton, sugar, 
and coffee, but a wide range of other agri- 
cultural foods and raw materials. 

Although the author looks to these inter- 
national control schemes as important in dis- 
posing of the immediate problem of surpluses, 
he feels we must go far beyond this, and 
“‘make certain reasonable demands upon the 
central European nations before they begin 
their task of post-war agricultural recon- 
struction.” In other words, he suggests that 
we work out plans to put the law of com- 
parative advantage into effect. By agree- 
ment, he would concentrate production of 
various items in low cost areas. 

He suggests further that the problem of 
disposal of agricultural surpluses may be less 
serious than we now think, since even in 
countries such as the United States, where 
diet is relatively high, large sections of the 
population are undernourished. As regards 
the backward industrial population of the 
world, he states: “If this need were even 
approximately met, there would be no agri- 
cultural surpluses to dispose of.” 


3.2 Labor Aspects of the Chicago Milk In- 
dustry. M. Gresham and J. W. Bloch 
in Monthly Labor Review, June, 1942, 
pp. 1283-1309. 

While this article is primarily interested in 
the labor aspects of the Chicago milk in- 
dustry, it contains much material which is of 
interest to the student of marketing. Its 
major concern is with the development of the 
retail milk vendor or peddler who buys from 
the dairy at wholesale and sells at retail from 
his own truck or wagon. The discussion of 
the vendor system is preceded by a rather 
detailed analysis of the characteristics of the 
fluid milk industry in the Chicago milk 
shed, the price structure of the Chicago 
market, and the traditional methods of dis- 
tribution of that market together with 
changes in the last ten or fifteen years. 

Of special interest is the rapid growth of 
store distribution of milk in the Chicago 
area, a growth which has taken place largely 
during the past decade. As recently as 1929, 
but 20% of all fluid milk sold to consumers in 
Chicago was distributed through stores. By 


1940, this had increased to approximately 
50%. Including fluid milk sold at wholesale 
to restaurants, hotels, hospitals and institu- 
tions, less than 40% of the total fluid milk 
distributed in the Chicago marketing area is 
delivered directly to consumers’ homes. 


3-3 Economy in Transportation of Eggs— 
War Emergency Consideration. A. D. 
Oderkirk and Richard L. Morse, 
mimeographed memorandum, Iowa 
State College, July 13, 1942. 


This circular deals with two problems: 


1. How to economize on transportation in 
the assembling of eggs. 

2. The effects of changes in transportation 
facilities on prices and price methods, on 
method of marketing, and volume of 
production. 


The publication is an intensive study of the 
egg industry in Iowa, covering the following 
major topics: 


1. The character of egg production. 

2. Egg quality considerations. 

3. Buying agencies and the market pat- 
tern. 

4. An appraisal of the existing transporta- 
tion pattern: 
a. Farm to market. 
b. Market to concentration centers. 

5. A suggested organization to conserve 
transportation. 


Section 1 shows production and its im- 
portance in the farm enterprise by Counties 
and also the farm disposal of eggs. The survey 
shows that 17 per cent of the production is 
consumed on the farm; 14 per cent is con- 
sumed in Iowa; 48 per cent goes to Eastern 
markets; loss and waste is 16 per cent; and 
the balance goes mostly for hatching pur- 
poses. This section also shows the seasonal 
pattern of egg marketing. 

Section 2 discusses egg quality considera- 
tions, including the rate of deterioration in 
relation to temperature, method of storage 
on farms, and frequency of farmers’ and 
buyers’ marketing. The survey indicates 
that farmers market their eggs once or twice 
weekly. 
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Section 3 analyzes buying agencies operat- 
ing in the Iowa egg market. There were over 
7,300 agencies operating in 1940 and about 
7,000 in 1941. Local stores bought about 70 
per cent of the output, buying stations 
bought 17 per cent, and other dealers and 
hatcheries bought the balance. This section 
also analyzes the facilities available for as- 
sembling eggs. The average distance from 
farms to processing and shipping facilities 
for eggs is shown as 1.2 miles for 90 per cent 
of Iowa’s farms. 

Section 4 summarizes and appraises the 
present pattern of egg assembling and trans- 
portation and analyzes the possible methods 
of conserving transportation facilities in the 
farm to market area. The main factors are: 
(a) pooling deliveries; (b) better farm care of 
eggs to reduce the number of deliveries per 
year; (c) coordinating egg marketing with 
other farm products disposal; and (d) fre- 
quency of truck pick-ups during the slack 
season. 

The survey also suggests methods of re- 
ducing transportation mileage between local 
markets and major accumulation points 
through (a) buyer transportation pools, and 
(b) better grading and standardization to 
permit the purchase of eggs on a uniform 
grade basis. 

Section § suggests the administrative or- 
ganization for conserving transportation in 
egg marketing. The proposal covers the fol- 
lowing: 


1. A State Committee which would be re- 
sponsible for intra-state markets and 
egg transportation problems. 

Local County Committees which would 

be responsible for planning assembling 

and transportation. 

3. Market Area Committees which would 
serve as a liaison group between the 
State and local Committees. 

4. An Advisory Committee composed of 
research and educational representation 
to help in ironing out problems which 
arise. 


i) 


It is proposed that legislation be enacted 
providing for (a) uniform buying practices, 
including grading, pricing and transporta- 


tion, (b) enforcement of standardized market 
procedures by acivil agency operating under 
a non-political board, with producer, buyer 
and consumer representation. 


3-4 Metal Container Changes in the Inter- 
est of Tin Conservation. Roger H. 
Lueck. Paper presented at 3rd Annual 
Meeting, Institute of Food Technolo- 
gists, Minneapolis, Minnesota, June 
16, 1942. 


With 66 per cent of the world’s tin produc- 
tion now in enemy hands, and practically no 
source within our borders, the necessity of 
maximum conservation is obvious. This 
paper reviews the current situation in which 
the United States finds itself, and presents a 
forecast for the next five years. As of 
January 1, 1942, there was a total of 115,700 
tons of tin on hand. Adding to this (1) the 
conservatively estimated 90,000 tons to be 
smelted from Bolivian ores in the new Texas 
plant in the next five years, (2) another 
11,000 tons to be obtained from detinning 
of can maker’s scrap in the same period of 
years, and (3) an additional 13,000 tons from 
recovery from used cans, the total amount of 
tin available for five years will be 229,700 
tons. 

Tin plate accounts for about 51 per cent 
of total tin consumption in the United States 
(average 1937-41). Projecting this through 
the next five years, and allowing for export 
requirements, it is estimated that domestic 
can manufacturers must get along with 
17,800 tons per year, compared with 41,000 
tons which it is estimated would have been 
used in 1942 had there been no restrictions 
and conservation measures. 

Consumption is being reduced as follows: 


(1) Thickness of tin coating reduced from 
1.5 to 1.25 pounds per base box—saves 
6,800 tons. 

(2) Canning operations curtailed by WPB 
Orders—probable saving, about 12,700 
tons. 


With these two conservation measures in 
force, consumption will still be at an annual 
rate of 21,500 tons—}3,700 tons over esti- 
mated amount available. Further reductious 
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can be effected by more extensive substitu- 
tions of electrolytic tin plate and chemically 
treated (bonderized) steel. 

Thus, it is indicated that by careful hus- 
banding, the nation’s tin resources will be 
adequate to enable the canning industry to 
meet all essential demands for domestic and 
over-seas needs. 

The paper reports results of technical 
studies of electrolytic plate and bonderized 
steel for canning purposes. 


3-5 Specification and Description of Color. 
Am. Standards Association. 


Color standard. Color, and general appear- 
ance, is an important guide to the grading of 
many farm products. The housewife—al- 
though she may not always be conscious of 
it—uses color as one of her guides in the effi- 
cient purchase of food. These facts have been 
recognized by the U. S. Department of Agri- 
culture, and for some years color measure- 
ment and color standardization have been 
part of the studies carried on in our labora- 
tories in connection with the preparation and 
standardization of grades for various farm 
products, particularly of cotton. 

When this work began there was a great 
deal of basic color work that needed to be 
done in order that technical measurements 
might be interpreted in familiar terms. Al- 
though color measurements have been, for 
some time, a practical part of much of the 
Department’s grading work, and several pre- 
liminary reports have been made, the basic 
information necessary for discussing these 
methods in a practical handbook has not yet 
been completely assembled. 

Nevertheless, the necessity and desirability 
of having a national standard for the specifi- 
cation and description of color became ap- 
parent to a number of large manufacturing 
groups early in the present emergency. They 
recognized that what had been accomplished 
by the Department was practical and felt 
that the work had already progressed far 
enough to justify the adoption of an Emer- 
gency Defense Standard on the basis of 
present findings. The American Standards 
Association was therefore requested to de- 
velop such a standard and, because war has 


since become a reality, the resulting standard 
is known as an American War Standard. It is 
ASA standard Z44-1942, approved June 17, 
1942, for the Specification and Description 
of Color. Copies may be obtained at 25 cents 
each from the American Standards Associa- 
tion, 29 West 39th Street, New York City. 

The purpose of the standard is to recognize 
and recommend a basic method for the 
specification of color, and to facilitate its 
popular interpretation. It is of particular in- 
terest to note that this standard follows in 
detail the program of color work that has 
been going on in the Department of Agri- 
culture since 1927; also that without these 
studies of the relation of the Munsell system 
to ICI specifications, this American War 
Standard would not yet have been practi- 
cable. 

In the near future considerable additional 
basic material on the Munsell system will be 
published jointly by the Department’s labo- 
ratories and other groups working on the 
same problem. Much of this material is 
already in manuscript form. 


3.6 Studies of the Agricultural Marketing 
Administration. 


3.6.1. Cotton. Field work in connection with 
a study of the qualities of cotton consumed 
by domestic cotton mills during the 1941-42 
cotton year was completed in July. A new 
feature of the study this year has been the 
development of data with respect to qualities 
of cotton used for the manufacture of specific 
products, particularly those used in con- 
nection with the war program. These data 
will provide a basis for the Department’s 
1943 production goals for cotton of various 
qualities. They will also be useful to the 
military services and the War Production 
Board in evaluating military requirements 
and specifications for cotton materials in re- 
lation to available supplies of raw cotton. 

3.6.2. Fats and oils storage. A study is being 
made by the Agricultural Marketing Ad- 
ministration, with the cooperation of the 
War Production Board, in order to determine 
the adequacy of storage space for fats and 
oils during the coming year. Expanded pro- 
duction in connection with the war effort has 
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led to the question of whether or not there 
would be adequate storage to care for these 
products. 

This investigation consists largely of an 
inventory of facilities now being used for this 
purpose; where they are located, extent of 
occupancy, owners’ estimates of space for 
handling excesses, and probable availability 
of this space by months during the coming 
season. If this survey indicates that space 
formerly used for storage of fats and oils ap- 
pears inadequate, the investigation will be 
projected to include availability of other 
types of storage that may be converted to 
this use. 


3.6.3. Wool. Considerable progress was re- 
gistered in wool and mohair standardization 
and in the wool shrinkage investigations of 
the Agricultural Marketing Administration. 

The method of determining wool top 
diameter grades, 80’s to 50’s, by microscopic 
measurements was applied successfully to the 
top grades 48’s and 36’s. Further verification 
of the method is in progress by those who use 
this kind of wool. It was applied with similar 
success also to the determination of grades 
for card sliver and noils. In all of such work 
the Administration has had the cooperation 
of the American Society for Testing Ma- 
terials and of 10 large manufacturers of wool 
products. The possibilities of determining the 
diameter grades for grease wool by micro- 
scopic methods also received the careful con- 
sideration of the wool grade standardization 
specialists in cooperation with the manu- 
facturing groups and the ASTM. 

Further attention was given to the estab- 
lishment of mohair grades because of the in- 
terest among mohair growers, particularly 
in Texas, in such standards. Progress was 
made in establishing the fundamental factors 
for the determination of rather broad mohair 
grades. 

The wool shrinkage studies continued to 
find and perfect practical and_ reliable 
methods of selecting samples of wool, the 
shrinkage of which was approximately typi- 
cal of the shrinkage of the bag or lot from 
which the samples were drawn. 

3.6.4 Burlap. The material generally used 
for packaging wool is becoming’ scarce. This 


Administration cooperated with the Farm 
Credit Administration in testing the efficacy 
of cotton baling machines for compressing 
wool into more compact space so that less 
burlap would be needed for packaging and 
less shipping space required. The tests show 
that the baling method is not only feasible 
and practical but that there is a saving in 
freight space and freight costs per unit of 
space used. It was found, however, that best 
marketing results are possible when the wool 
is “skirted” and freed of “tags” and dung 
locks and baled according to grade. 


6. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


6.1 Daring Change in Distribution Pattern 
Caused by War Conditions. P. K. 
Wrigley in Printer’s Ink, July 31, 
1942, pp. 13 ff. 

As a result of war-time conditions the Wm 
Wrigley, Jr., Co., manufacturers and dis- 
tributors of gum, have affected changes in 
both their channel of distribution and their 
advertising appeal. 

Since gum is primarily an “impulse item” 
the Company has always made an effort to 
get its products in as many stores as possible. 
Today, however, the company is curtailing 
its distribution through retail stores in order 
to make its products available for distribu- 
tion in War plants through plant lunchrooms, 
vending machines and refreshment counters. 

Regarding its advertising, the company 
has shifted its appeal from a pleasure appeal 
to a utility appeal. In other words, whereas 
in the past its advertising has stressed the 
pleasure one gets from chewing gum, present 
day advertising stresses how chewing gum 
helps to step up morale, increases efficiency 
and production, and relieves the craving for 
smoking (in plants where smoking is pro- 
hibited). The company has taken to ad- 
vertising in business papers, using such 
papers to reach industrial management audi- 
ences in order to tell its story of the relation 
of chewing gum to the efficiency of factory 
workers. 


6.2 Marketing of Narrow Cotton Fabrics. 
Jack Krauss, New York: The Author, 
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American, Card and Webbing Co., 374 
Broadway, 1942, 35 pp. 


While this pamphlet is an elementary 
treatise based on an undergraduate research 
thesis it deserves notice because of the dearth 
of marketing data on that small sector of the 
cotton textile trade whose product is usually 
termed “webbing.” 


6.3 Sales and profits of the toy manu- 
facturing industry in 1940 and 1941 and its 
outlook for 1942 are analyzed in a study 
recently completed by the Research and 
Statistical Division of Dun & Bradstreet, 
Inc. The survey was made at the request of 
Toy Manufacturers of the U.S.A., Inc., in 
order to assist the Office of Price Adminis- 
tration in its study of the profits of the toy 
industry. 

For 1940 and 1941, aggregate sales, gross 
profits and net profit (before and after 
Federal income tax) were tabulated. The 
rate of profit on sales was computed and pre- 
sented in a frequency distribution and ina 
typical (median) rate for all reporting con- 
cerns. Sales, and the rate of gross and net 
profit on sales were tabulated by size groups. 
Forecasts of trends in profits and sales in 
1942 were also collected and tabulated. 

Copies of the survey are not available for 
general distribution. James L. Fri, managing 
Director of Toy Manufacturers of U. S. A., 
Inc., was in charge of this study for the toy 
manufacturers’ association. 


8. CONSUMER STUDIES 


8.1 Spending of Rural Families Has Changed 
since 1935-36. 


Rural families have made significant 
changes in their spending for living since 
1935-36, according to a Bureau of Home Eco- 
nomics survey that described the situation 
in the year 1941 and the first quarter of 1942. 

In 1941 farm families put more than twice 
as much into savings as they did in the 
earlier period. They reduced debts, bought 
defense bonds and stamps, and made invest- 
ments of other kinds. They spent more for 
living too, but on the whole, such outlays 
were increased by scarcely a third. Amount- 


ing to a third or more were the increases in 
expenditures for food, clothing, for fuel, light, 
and refrigeration combined, for furnishings 
and equipment, and for gifts, contributions, 
and income and personal taxes. Some part 
of these increases are explained by higher 
price levels. Prices for things farmers buy for 
living rose rapidly during 1941. While they 
were practically at the 1935-36 level in 
January 1941, they were 15 per cent higher 
by December, according to indexes of the 
Bureau of Agricultural Economics. 

It appears, nevertheless, that farm families 
as a group were enjoying more or a higher 
quality of goods and services in 1941 than 
in 1935-36. However, the 1941 levels of con- 
sumption even of those goods still on the 
market cannot be maintained in 1942 with- 
out increased expenditures. By June 1942, 
prices of commodities used in living were 19 
per cent above June 1941. 

Net money incomes of farm families 
averaged 46 per cent higher in 1941 than in 
1935-36. Increased agricultural production 
and rise in prices paid to farmers for their 
output moved many farm families from lower 
to higher income classes and made possible 
higher total expenditures by farm families. 
At identical income levels for the two periods 
differences in expenditures and savings were 
less marked, however. At each income level 
more was spent for clothing, household 
furnishings, and in the upper income classes, 
more for food. Farm families with money in- 
comes between $500 and $1,000—the modal 
group in 1941—used about 7 per cent of 
their incomes for furnishings and 16 per cent 
for clothing in 1941 as compared with 5 and 
12 per cent, respectively, by those in this in- 
come class in 1935-36. On the other hand, 
families in this income class spent less for 
automobile purchase and operation—11 per 
cent in 1941 as compared with 13 per cent 
in 1935-36. This decrease may reflect only 
the fact that expenditures for the automobile 
were high in 1935 and 1936, following years 
of very low agricultural income. 

Figures for the 12-month period of 1941! 
and those for the first three months of 1942 
may be compared only in certain respects 
because incomes of many rural families are 
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highly seasonal. Both farm and rural non- 
farm families spent relatively less for all 
living in the first quarter of 1942 than in 1941 
although retail prices were rising steadily. 
Food, fuel, and light took relatively more in 
the wintry months. Food prices had gone up 
and families were using fewer home-grown 
products in the first quarter of 1942 than in 
1941. Expenditures for clothing were smaller, 
perhaps reflecting seasonal buying. With new 
cars and tires rationed and lessened car use 
during inclement winter weather, families 
spent relatively less on the automobile during 
January, February, and March 1942 than in 
the year I94I. 

Despite the increases of recent years, total 
net incomes of rural families (including 
single persons) in 1941 and the early months 
of 1942 were much below those recently re- 
ported for urban groups by the U. S. Bureau 
of Labor Statistics. Although national in- 
come from agriculture was approaching a 
record level in 1941, more than a third of the 
farm families and almost a quarter of the 
rural nonfarm had net money incomes from 
all sources amounting to less than $500 in 
that year. Even after adding in the value of 
food, housing, fuel, and other items obtained 
without direct money payment, nearly 40 
per cent of the rural families had total net in- 
comes of less than $1,000. Only 20 per cent of 
city groups had incomes equally low. 

Both in average amount of income and in 
distribution of families by size of income, 
rural nonfarm families as a group are more 
like farm than urban groups. In 1941, the 
average incomes (money and nonmoney) 
amounted to $1,539 for rural nonfarm fami- 
lies, $1,664 for farm, and $2,347 for urban. 
Of these amounts, $228, $518, and $519, re- 
spectively, represented the value of noncash 
income such as that represented by food and 
other goods produced at home or received 
as gift or pay and the value of occupancy of 
the farm house or of the owned nonfarm 
home. 


8.2 Family Expenditures for Education, 
Reading, Recreation, and Tobacco, 
Urban, Village, Farm; Consumer Pur- 
chases Study. Miscellaneous Publica- 





tion No. 456, U. S. Department of 
Agriculture, 208 pp., 25 cents a 
copy. Available from Superintendent 
of Documents, Washington, D. C. 


Last of the 22 volumes of basic informa- 
tion from the Bureau’s large-scale study of 
consumer purchases on farms, in villages, 
and in small cities is this bulletin. Along 
with a similar series of 22 volumes from a 
study made in urban areas by the Bureau of 
Labor Statistics of the U. S. Department of 
Labor, these reports provide a basis for esti- 
mating national consumption of many items. 
Hence, the publications are being widely used 
by Federal, State, and local groups. 


8.3 Family Spending and Saving, As Re- 
lated to Age of Wife and Age and 
Number of Children. Miscellaneous 
Publication No. 489, U. S. Depart- 
ment of Agriculture, 126 pages. Single 
copies free from Bureau of Home Eco- 


nomics, U. S. D. A. 


Based on figures from the Consumer Pur- 
chases Study—but not one of the 22 basic 
volumes—is this unique special analysis. In- 
cluded in the report are families in small 
cities, villages, and on farms in the Middle 
Atlantic and North Central region of the 
United States. 


8.4 Low-Priced Milk and the Consumption 
of Dairy Products among Low-In- 
come Families, Washington, D. C., 
1940. Circular No. 645, U. S. Depart- 
ment of Agriculture, 28 pp., 10 
cents a copy. Available from Super- 
intendent of Documents, Washington, 


D.C. 


By a house-to-house preprogram study, fol- 
lowed up by a house-to-house program study, 
the Bureau of Home Economics surveyed 
the response to §-cent milk by low-income 
families in Washington, D. C. Among the 
significant findings of the survey: (1) the low- 
priced-milk program resulted in a notable 
increase in the average quantity of milk con- 
sumed by the low-income families. (2) Only 
about half of the participating families 
bought the maximum quantities allowed 
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under the low-priced-milk program; more 
than one-fourth bought less than 75 per cent 
of their allowance. (3) reasons given for non- 
participation could be grouped under 5 
general headings—inconvenience of the 
plan, insufficient food money, incomplete 
certification, lack of interest, and customary 
low fluid milk consumption. 


8.5 Be a Victory Planner. Unnumbered pub- 
lication of the U. S. Department of 
Agriculture. Issued by the Bureau of 
Home Economics and the Consumers’ 
Counsel Division. Single copies free 
from the U. S. Department of Agricul- 
ture, Washington, D. C. 


This small folder summarizes the many 
ways a homemaker can help win the war at 
home, under the six heads of: (1) spend less 
and save more; (2) make things; (3) cut 
waste; (4) buy carefully; (5) budget your 
hours; and (6) safeguard your family. 


8.6 More Home Canning 


Judging from results of a questionnaire 
sent to representative families the country 
over, pantry shelves this year will be half 
again as full of home-canned fruit, vegetables, 
and meat as they were in the peace-time 
years of 1935 and 1936. The questionnaire, 
made up and sent out by the Bureau of Home 
Economics, showed that if home canners 
carry through their plans they will put up in 
1942 a grand total of 3,887,000,000 jars of 
food at home. 

Ninety-eight per cent of all farm families 
will can enough to average 243 jars per 
family. 

Ninety-three per cent of the rural families 
not farming will put up enough to average 
184 jars per family. And city families will can 
enough food products to average 41 jars per 
family. 

“It is to be expected,” points out Dr. 
Stanley, Chief of Bureau of Home Eco- 
nomics, “‘that farm families will do more of 
the canning. They are nearer the source of 
supply for most foods and they are able to 
can fruits and vegetables at their prime— 
when flavor is best and food value at its 
peak.” 


8.7 ‘‘Federal Work, Security, and Relief 
Programs,” published by the Work Projects 
Administration, makes possible an under- 
standing of the present relief problem as a 
whole. It points up the major developments 
in the field of relief in recent years. All the 
specialized data in the field are pieced to- 
gether and the over-all problem placed in its 
economic setting for non-specialist laymen 
and social science students. 


“Getting Started: Urban Youth in the 
Labor Market,” and “Vocational Training 
and Employment of Youth,” are still in the 
process of preparation and should be ready 
for distribution by the time this appears. 


8.8 The Cost of Living—What Is It? How 
Is It Measured? How Is It Used? New 
York: National Industrial Conference 
Board, Inc., 1941, 40 pp. 


Deals with the National Industrial Con- 
ference Board’s cost of living index. It 
answers in non-technical terms the questions 
posed in the pamphlet’s sub-title. Also in- 
cludes a summary tabulation of cost-of-living 
wage adjustment plans extant during the 
third quarter of last year. 


9. COST OF MARKETING 


9.1 Distributive Cost of Consumption Com- 
modities. Bruce M. Fowler and Wil- 
liam H. Shaw in Survey of Current 
Business, July, 1942, pp. 12-17. 


Based upon information gathered by the 
Bureau of the Census, the Interstate Com- 
merce Commission, Bureau of Labor Statis- 
tics, Bureau of Mines, Department of Agri- 
culture, Department of Commerce, Dun and 
Bradstreet, and other Governmental and 
Non-Governmental reports, this article at- 
tempts to divide the cost of distributing 
major commodity groups for the years 1929 
through 1939 into transportation charges, 
wholesale margins and retail margins. The 
commodities covered are classified as perish- 
able, semi-durable and durable consumption 
commodities. In addition, for four of the 
years of the 1929-39 period, the statistics are 
broken down into sub-groups under each of 
these three headings. 
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The study concludes that distributive 
costs for the period have varied from 38% 
to 43%. Beginning with a 39% figure for 
1929, an increase to 41% in 1932 was shown 
with a further rise to 43% in 1933. By 1934, 
however, the percentage had decreased to 
40%, and for the balance of the period was 
stabilized at 38%. 

It will be noted that the above-mentioned 
distribution cost percentages are substan- 
tially lower than those shown in the Twen- 
tieth Century Fund Study, “Does Distribu- 
tion Cost Too Much.” In the latter study, 
however, distribution costs were defined as 
including transportation and storage charges 
for raw materials and goods in various stages 
of manufacture. In the present study, it is as- 
sumed that distribution costs include merely 
the cost of marketing the commodity after 
fabrication has been completed. 


9.2 The Long-Run Behavior of Costs in a 
Chain of Shoe Stores: A Statistical 
Analysis. Joel Dean and R. Warren 
James in The Fournal of Business of 
the University of Chicago, April, 1942, 
volume XV. 

This study attempts to determine the rela- 
tion between the size and the operating costs 
of the retail stores of a large shoe chain. The 
approach was to take a number of units of 
the chain which were fairly identical with 
respect to merchandise, layout, personnel, 
management methods and records and to 
bring together evidence as to their operating 
cost. Fifty-five stores were selected and data 
for 1937 and 1938 were used. To make the 
stores comparable, only those in a large 
metropolitan area were used. All were under 
the control of a single supervisor, selling simi- 
lar products and all had been in existence 
for some time. 

Output of the stores was measured by the 
number of pairs of shoes sold with dollar 
sales used as a subsidiary measure of output. 

All operating costs (input) were included 
except (1) certain general indirect expense 
and (2) administrative expense. Since these 
items were allocated to each store in an 
arbitrary manner, it seemed best that they 
be excluded from the present study. 


4 


The average unit cost curve displayed the 
familiar U shape with a minimum point at 
approximately 33,000 pairs, and at slightly 
over $100,000 when output was measured in 
dollars. 


9.3 A survey of the ‘‘cost of doing business” 
of cigarette retailers in Massachusetts has 
recently been completed by the Research 
and Statistical Division of Dun & Bradstreet, 
Inc. 


The study was made at the request of As- 
sociated Greater Boston Tobacco Retailers 
Inc., to facilitate the administration of the 
Unfair Cigarette Sales Act enacted by the 
Massachusetts legislature in October 1941. 
While it is an “established cost survey,” 
as described in the Massachusetts Unfair 
Sales Act, and was originally intended for 
use in connection with that act, it will doubt- 
less now prove useful not only for that pur- 
pose, but also in connection with price regu- 
lation and negotiations concerning price 
regulation. 

The cost of doing business in 1941 is re- 
ported as a percentage of the cost of goods 
sold by cigarette retailers and is divided into 
owner’s salary, other wages, rent or oc- 
cupancy expense, taxes, and other expenses. 
These ratios are given by type of store, by 
number of employees, and by importance of 
cigarette sales to total sales. 

So that individual retailers may compare 
their experience with that of others in the 
same type of store, net sales have been esti- 
mated and the part of the sales dollar going 
for expense items has also been computed. 

Copies of the survey are not available for 
general distribution. Wolf Cohen, President 
of Associated Greater Boston Tobacco Re- 
tailers Inc., was in charge of the study for the 
association. 


11 COOPERATIVE MARKETING 


11.1 The Cooperative One-Half of One Per 

Cent. Lincoln Clark, Quarterly Four- 

nal of Economics, volume LVI, no. 2, 
February, 1942, pp. 321-331. 

This analysis of the development of con- 

sumers’ cooperatives is based largely on ma- 
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terial gathered in the Census of Business for 
1939. The author reaches the conclusion that 
outside of certain small communities and 
rural areas, the retail cooperative has exerted 
little influence. He sees the function of the 
cooperative as a factor in breaking up “oligo- 
polistic retail market situations that are 
seldom disturbed by the Ani-Trust Division 
of the Department of Justice.” 


13. RETAILING 


13.1 War Comes to the Grocery Store. R. 
P. Wolff, Dun’s Review, May, 1942. 


Based on surveys which Professor Wolff 
has made from time to time in the greater 
Miami area, the conclusion is reached that 
the grocery trade is faced with “increasing 
difficulties all along the line.” These difficul- 
ties seem to grow out of the development of 
the supermarket and the war. The former 
has exerted its influence in retarding price 
advances at the retail level while the latter 
has brought about sharp increases in whole- 
sale prices. Consequently, the retail gross 
margin has been decreasing. 

Faced with a falling margin, retailers in 
the Miami area have been forced to take 
several steps. Some of them have moved 
towards a greater degree of self-service opera- 
tion, which step has frequently resulted in 
the replacing of several small stores by a 
single complete food market. As Professor 
Wolff points out, this step merely intensifies 
price competition at the retail level. 

Still other retailers, especially chain store 
operators, have increased promotional ac- 
tivities on private brands, using these brands 
not as loss leaders, but as a source of added 
gross margin. 

Chain operators have also adopted price 
differentials among their own stores, depend- 
ing upon location. 

In contrast to most of the chains, some re- 
tailers have undertaken to hold customers 
by expansion of credit, telephone orders and 
broader telephone service. 

In spite of the above-mentioned steps, 
however, it is concluded that “only with a 
great deal of ingenuity and adaptability will 
the individual grocer, whether large or small, 
be in a position to maintain the operating 


efficiency which enables him to feed the 
nation—and himself.” 


13.2 The Sherman K. Ellis Report on Super- 
Market Traffic. New York: Sherman 
K. Ellis and Company, 1942, 43 pp., 
$2.00. 


A traffic count was made in one large, in- 
dependent supermarket in each of 14 major 
metropolitan areas, strung from coast to 
coast. All persons 15 years of age and older 
who entered the stores were counted and 
classified for each store hour, each day of the 
week, Monday to Saturday inclusive. The 
week-period used was not the same for all 
stores. The study is admittedly not repre- 
sentative of all supermarkets. 

For all stores taken together Monday- 
Thursday accounted for 48.1% of total 
trafic. However, variations between the 
stores run from 34% in Atlanta to 59.7% in 
Alameda (San Francisco area). Of the week’s 
total traffic for all stores 38.7% were men; 
51.6% were women alone, 29.1%, men alone, 
and 19.3% men and women together. Aver- 
age number of shoppers per store hour for the 
14 stores was 134, with a range of 94 (Mon- 
day) to 227 (Saturday). Of the total shoppers 
only 17% enter the stores from opening time 
to noon, while 26.2% did so from 6 p.m. to 
closing time. The individual stores showed 
marked variations in this respect, due in good 
part to differences in opening, closing, and 
total hours, but when the number of each 
store’s hours embraced in each period of the 
day are set alongside the traffic for that 
period, in all but one case morning hours fail 
decidedly to attract proportionate traffic 
flow and evening hours bring in a big surplus 
proportion. 

Some of the more interesting observations 
of the study follow: The most important 
cause of the concentration of traffic flow in 
the Friday-Saturday period is the heavy 
week-end payroll distribution. A similar re- 
tail grocery advertising pattern aggravates 
the situation. Since 26% of the week’s traffic 
occurs on Saturday from noon to closing time 
the little use that is made of Saturday morn- 
ing network radio advertising by them indi- 
cates that the national grocery product ad- 
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vertisers are not taking full advantage of the 
supermarket traffic pattern. “The evening 
hours are the golden hours in a super- 
market.” 


13.3 Scarcities Faced by Retailers in 1941. 
William Hayes and Walter Mitchell, 
Jr., Dun’s Review, June, 1942, pp. 
5 ff. 


Dun and Bradstreet has recently com- 
pleted a survey of 17 states in an effort to 
discover which commodities are already dif- 
ficult to purchase. The general conclusion is 
that during the closing months of last year 
scarcities were not very widely spread. How- 
ever, the survey also indicates that the pinch 
was then becoming tighter. Nine out of every 
ten retailers reported difficulty in securing 
at least one item, the average retailer report- 
ing about four. 

In general, Pacific Coast retailers were 
having more difficulty in securing goods than 
retailers located in other sections of the coun- 
try. Small stores were having more difficulty 
than large stores. Likewise, retailers who 
customarily bought from wholesalers seemed 
to be in a less favorable position than those 
who purchased directly from manufacturers. 

Of the lines indicated as giving the most 
trouble, rubber was the most acute. In 
second place was drugs and chemicals, fol- 
lowed by metal products. 

It is interesting to note that evidence of 
over ordering such as was so common in 
World War I is found in the present survey. 
For example, the replies from retailers of 
jewelry indicated that they were not getting 
all the watches they were ordering. However, 
a check on the size of their orders indicated 
that they were ordering in substantially 
larger quantities than was the case in the 
previous years. 


13.4 1940 Retail Sales and Inventories. Wil- 
liam Hayes and G. J. Jackman, Dun’s 
Review, May, 1942, pp. 13-14. 


This article presents the results of a Dun 
and Bradstreet survey of retail sales and in- 
ventories in fourteen states not covered by 
the current statistical service of the United 
States Bureau of the Census. The survey 


covered both 1940 and 1941. Taking these 
data together with Department of Com- 
merce and Business Census of 1939 data 
an estimate is secured of total retail trade in 
1940 and 1941 for each of the forty-eight 
states. Total United States sales for these 
years are estimated as follows: 


1940 $45,235,000,000 
1941 §3,228,000,000 


The foregoing estimates, which are built 
up on a state basis, vary less than 1% from 
the Department of Commerce estimates 
which are derived from a trade basis. 

Regarding inventories, they have in- 
creased more rapidly than sales. 


13.5 Mail Order Houses Make Bids for 
More Urban Business in Printer’s Ink, 
July 31, 1942, pp. 20 ff. 

The recently published catalogs of Sears 
Roebuck & Co., and Montgomery Ward in- 
dicate that these firms are making a strong 
bid for more urban business. This is shown 
by the facts— 


(1) That a higher quality of merchandise 
is being offered for sale, and 

(2) That the distribution of catalogs in 
urban areas is being increased. 


Apparently both firms feel that with gaso- 
line and tire rationing more urban buyers will 
be attracted to their catalogs. 

This trend toward the urban customer is 
also indicated by a steady increase in the 
number of catalog order offices. Ward’s now 
have some 200 such units, while Sears has 
about 33. In addition, both companies main- 
tain catalog order departments in all of their 
retail stores. 

Certain other trends are also indicated by 
these recent catalogs as follows: 


(1) Asignificant decrease in the number of 
“hard lines” which are offered for sale. 
For example, radios and other electri- 
cal appliances. 

(2) Increased assortment in many “soft 
lines.” 

(3) An increase in the number of nationally 
advertised items offered for sale. This 
comment applies especially to Ward. 
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(4) An increase in the amount of repair 
merchandise and services offered for 
sale. For example, items to prolong the 
life of clothes, shoes, cars and furni- 
ture. 

(5) Increased emphasis on more attractive 
catalogs. 


13.6 Hours and Wages of Retail Clerks in 
Illinois (Outside Chicago), 1939. 
Frances Margaret Whitehead, Bu- 
reau of Business Research, Univer- 
sight of Illinois. 


A Ph.D. thesis completed June, 1942. In 
this study wages and hours are investigated 
by area, size of town, type of store, sex, and 
marital status. A field survey of over 1,500 
stores was made. 


13.7 An Investigation of Time Consumed in 
Selling at Retail. J. G. Hatcher, Bu- 
reau of Business Research, Univer- 
sity of Illinois. 


This is a stop-watch study of the time con- 
sumed in selling advertised as compared with 
unadvertised or little advertised products in 
independent stores of a small town. Data have 
been collected on over 1,000 sales of drugs, 
groceries, and clothing. 


13.8 United States Directory of Chain 
Stores, 1942 Edition. New York: In- 
stitute of Distribution, Inc., 1942, 
380 pp. (2 volumes). 


This is the second edition of the directory. 
It follows the same plan as its predecessor 
and covers asomewhat larger number of com- 
panies. It is up-to-date as of January 2, 1942. 


13.9 Price Lining of Men’s Wear in a Retail 
Market. Fred M. Jones, Bureau of 
Business Research, University of Illi- 
nois, 8 pp. 


This is a study of the price lining policies of 
12 competing stores carrying the four lines 
of men’s hats, shirts, shoes, and suits. The 
retail market in which these stores operate 
was divided into three zones and a study was 
made ofthe number of price lines carried and 
the spacing and blancing of price lines. The 


influence of resale price maintenance is 
clearly shown in the case of hats and shoes. 


13.10 Retail Inventory Control. 


Soon after the middle of the year, Dun & 
Bradstreet undertook to assemble facts from 
manufacturers, wholesalers, and retailers 
which might help in the solution of two press- 
ing problems—conversion of manufacturing 
plants to war work, and control of retail in- 
ventories in the interest of the war effort. 

A questionnaire was drawn up to collect 
information on the trend of sales, inventories 
and indebtedness, the status of profits in the 
first half of 1942, and the prospect for sales 
in the closing six months of 1942. Manu- 
facturers were also asked to tell what new 
products have been added to their lines, 
what products have been dropped for lack 
of materials, what percentage of their 
present volume results from Government 
business, and whether plant facilities have 
been expanded or disposed of recently. 

It was believed that the information on in- 
ventories at mid-year would be especially 
helpful to the War Production Board in con- 
nection with its studies at the time on the 
subject of the necessity for and methods of 
inventory control. 

The data from manufacturers, it was 
thought, would have special significance at a 
time when the smaller War Plants Corpora- 
tion was just being organized and attempting 
to estimate the size and seriousness of its 
problem. In particular it was thought that 
the replies on the outlook for the current six 
months—Dun & Bradstreet’s first effort to 
encourage business men to indulge in mass 
prophecy—would reflect the hopefulness or 
pessimism of producers in various lines 
generated by present conditions. 

The survey was unusual in that most of the 
data were gathered by personal calls of Dun 
& Bradstreet reporters. Voluntary returns 
by mail were relied on for only a minor part 
of the information. 

Preliminary findings of the survey are 
summed up in an article in the September 
1942 issue of Dun’s Review which also repro- 
duces most of the preliminary tables result- 
ing from the study. 
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By-products of the survey, in the form of 
comments of business men on their experi- 
ences in converting plants to war production, 
getting adequate supplies of goods to sell, 
finding substitutes for scarce materials, re- 
placing men lost to the Army or other con- 
cerns, and the effect of credit regulations on 
instalment business, will doubtless be sum- 
marized in later articles. 


17. REGULATION 


17.1 Administration of the Montana Fair 
Practices Act. George W. Peak, The 
Fournal of Business of the University 
of Chicago, April, 1942, pp. 140- 
159. 

Montana is the only state which is at- 
tempting to administer its Unfair Practices 
Act by an impartial agency in the state 
government. When this Act was passed in 
1937, administrative responsibility was cen- 
tered in the Montana Trade Commission, 
which Commission had existed since 1919. 
This article by Mr. Peak outlines the Unfair 
Practices Act, examines how it has been ad- 
ministered by the Montana Trade Commis- 
sion, and attempts to appraise the Act itself. 

The general conclusion is that while the 
administrative aspects of the Act are not all 
that one might wish, “the Montana Trade 
Commission has been vigorous in its enforce- 
ment activities, and there can be no denying 
that substantial progress has been made.” 
Furthermore, the author feels that this state 
is pioneering and that its experience may lead 
other states to administer their unfair prac- 
tices acts in a similar manner. 

Students of marketing will be interested to 
know that the Montana Trade Commission 
has already conducted thirteeen Cost of 
Doing Business surveys. Average costs dis- 
covered by these surveys are reported in this 
article. 


20. PRICES AND PRICE POLICIES 


20.1 Price Fixing of Agriculture Products. 
Warren C. Waite in Yournal of Am- 
erican Statistical Association, March, 


1942, pp. 13-21. 
This article reviews certain of the problems 


of agricultural price fixing. Among the prob- 
lems discussed are: 


(1) The necessity of relying upon public 
opinion for a large amount of help in 
enforcing price fixing regulations. 

(2) The effect of price fixing upon the al- 
location of resources in agriculture 
both during the period of the war and 
in the post war period. 

(3) The effect of price fixing in allocating 
the cost of the war among various 
groups in the community. 

(4) The difficulty of effective price control 
under the “parity” price concept. 

(5) Difficulties of agricultural price control 
resulting from the many hands through 
which agricultural commodities pass. 

(6) Problems arising from the necessity of 
carry overs from one year to the next. 


It is interesting to note that the author 
comes to the conclusion that, “Price fixing 
in a war period should be unhampered by any 
legislative requirement to provide some his- 
torical relationship.” In other words, for the 
duration, the concept of “‘parity” prices 


should be laid aside. 


20.2 Price and Food Control in Monthly 
Labor Review June, 1942, pp. 1333- 
1340. 

The reader will find compressed within 
these few pages a descriptive treatment of the 
current sugar rationing program, the tempo- 
rary gasoline rationing program for 17 
Eastern States and the general maximum 
price regulation which went into effect this 
spring. 

It is interesting to note that the Bureau of 
Labor Statistics estimates that about 60 per 
cent of all foods and 75 per cent of all other 
goods and services purchased by moderate 
income families in large cities will be covered 
by the general price ceiling. 


20.3 Important Considerations in Determin- 
ing a Fair Price for Fiuid Milk. Alan 
MacLeod, Yournal of Farm Eco- 
nomics, Proceedings Number, Febru- 
ary, 1942, pp. 315-319. 

Mr. MacLeod expresses in this article a 
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point of view which is foreign to the acts of 
certain groups who have clamored for a “fair 
price” for milk. He writes that “adherence 
to any fundamental price policy will, at 
times, demand a lowering as well as a raising 
of milk prices if the long-time interests of all 
parties concerned are kept in mind.” He 
states further that when price reductions are 
necessary they should take place promptly and 
without objection from any particular group. 
To accomplish this end he suggests that inso- 
far as is possible, price changes should be 
based upon automatic formulas, rather than 
“upon the present cumbersome and slow 
procedures.” 


20.4 Price and Production Policies. M. M. 
Bober, in The American Economic 
Review (Supplement), June, 1942, 
pp- 23-52. 

For those who have not read the studies of 
the “Temporary National Economic Com- 
mittee,” this article presents an excellent re- 
view of the material contained in these 
studies, relating to price and production 
policies. The article falls into three main 
parts, presenting summaries of (1) the price 
economic theory in the T.N.E.C. studies, (2) 
price and production policies in certain 
specific industries, and (3) price policies in 
the field of retail distribution. 

To the marketing student acquainted with 
the theory of monopolistic competition, the 
discussion of economic theory adds little. 
However, the discussion of price and produc- 
tion policies in specific industries, especially 
the milk industry and the petroleum indus- 
try, will be found of considerable interest. In 
the discussion of retail distribution, emphasis 
is placed on the position of the consumer, 
pointing out how difficult it is for a consumer 
to make sound choices in a market in which 
brand names, advertising and catch words 
play such an important part. In addition, 
there are some interesting paragraphs on 
chain stores and the drug trade. 


20.5 War Expansion and Price Inflation. S. 
H. Nerlove, The Fournal of Business 
of the University of Chicago, April, 
1942, pp. 95-130. 


This article develops the author’s concept 
of the mechanism of a war-time price infla- 
tion. His concept rests largely upon the 
quantity theory of money. 

After developing the concept, the author 
goes on to discuss how far we have already 
gone on the road of war-time price inflation 
and to indicate how far we shall go in the im- 
mediate future. On the basis of a rather de- 
tailed economic analysis, he concludes that 
during 1942 the general price level may rise 
as much as three or four times more than it 
did in 1941. He indicates that if certain 
political and psychological forces are taken 
into account along with the economic factors, 
that the price rise in 1942 will be even more 
rapid. 


20.6 Price Ceiling and War-Time Control 
over the American Economy. C. A. 
R. Wardwell and G. J. Matchett, 
Survey of Current Business, June, 
1942, pp. 19-26. 

The major part of this article, dealing with 
basic problems of price control, will be of con- 
siderable interest to students of marketing. 
Among the problems considered is that of 
adjusting compressed profit margins of dis- 
tributors. Emphasis is placed on the fact that 
distributors will be subjected to a double 
squeeze, a volume squeeze as well as a price 
squeeze. Furthermore, the effect of the price 
squeeze will vary from distributor to dis- 
tributor depending upon such factors as the 
past relative movement of wholesale and re- 
tail prices, stock turn-over, and so on. 

The article also considers the Canadian 
experience in its effect upon distribution. It 
indicates that distributors will have to seek 
some relief through the payment of subsidies 
on the part of the Government. The problem 
of quality deterioration, as well as such 
problems as new commodities and enforce- 
ment, are also discussed. 

In a summary of the probable effect of 
price ceilings, it is pointed out that failures 
and retirements among retailers will increase 
and that there is “likely to be considerable 
deterioration in the quality of commodities.” 
We may also expect the introduction of econ- 
omies through the use of smaller labor forces, 
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the cutting down on deliveries and other free 
services, a reduction of advertising, greater 
standardization of commodities, and the con- 
centration of purchases on the faster moving 
items. 


20.7 British War-Time Control of Prices. 
J. S. Earley and W. S. B. Lacy, Law 
and Contemporary Problems, Winter, 
1942, pp. 160-172. 

In a descriptive fashion this article dis- 
cusses the legislative authority and adminis- 
trative organization of the more important 
price control agencies being employed in 
Great Britain—the Ministry of Supply, the 
Ministry of Food, and the Board of Trade. 

Consideration is also given to the price 
policies which the above-mentioned agencies 
have adopted. It is pointed out that price 
control has been exerted through control of 
profits, supply control, control of distribu- 
tion and through priority, allocation and 
rationing. The authors are dubious as to the 
effectiveness of price control through profits, 
since experience has demonstrated that 

“prices justified on the profit criteria are, 
in many cases, higher than equity, the main- 
tenance of national morale or the restraining 
of wage advances would dictate.” Price con- 
trol, through supply control, has been used 
mainly by the Ministries of Food and Supply 
with much success. 

Control of distribution has been found a 
prerequisite to successful price control and 
has led to the licensing of dealers, the control 
of specific transactions, and the supervision 
of distribution by means of priority and ra- 
tioning. British experience indicates clearly 
that control of consumer-demand through 
rationing is essential to price control. 


20.8 Economic Considerations in Establish- 
ing Maximum Prices in War Time. 
D. H. Wallace and P. H. Coombs, 
Law and Contemporary Problems, 
Winter, 1942, pp. 89-106. 


This article brings together in one place in 
asummary fashion material on the objectives 
of a price control program, a description of 
the activities, and techniques of control used 
by the Office of Price Administration, as well 


as an appraisal of the economic criteria in 
establishing maximum prices. It also touches 
certain of the problems associated with an 
over-all freeze. 

The objectives of price control are sum- 
marized as promoting maximum efficiency 
to the war program, combatting the inequit- 
able distribution of the war burden which 
would result from inflation, retarding the 
creation of inflationary purchasing power, 
and minimizing post-war maladjustments. 

It is pointed out that even before institut- 
ing an over-all price ceiling, the Office of 
Price Administration, through formal and in- 
formal controls, had already exerted its in- 
fluence over commodities representing 60% 
of the nation’s sales volume, exclusive of re- 
tail sales. ; 

The authors recognize the maintenance or 
expansion of supply as the basic economic 
criteria for price increases. This brings them 
quite naturally to a consideration of profits, 
in which they conclude that the allowed 
profits should be “based upon the earnings of 
enterprises in a near pre-war period, making 
allowances for changes in invested capital.” 

The discussion of an over-all ceiling indi- 
cates the difficulties which the Office of Price 
Administration will face in “unscrambling 
various price abnormalties” existing during 
the base period, alleviating hardship cases 
because of the uneven movement of prices 
prior to the base period, and ‘“‘rolling back 
the squeeze”’ in order to give the retailer an 
adequate operating margin. 


21. GENERAL MARKET STATISTICS 


21.1 Business Uses of Data by Census 
Tracts and Blocks. Vergil D. Reed, 
Fournal of the American Statistical 
Association, June, 1942, pp. 238- 
244. 

Dr. Reed, Assistant Director of the 
Rureau of the Census takes the position that 
“there has been entirely too much generaliz- 
ing concerning the national market—and 
about the smaller markets of which it is com- 
posed.” His justification for this statement 
is that adequate facts are available to the 
marketing man of today so that the generali- 
zations which were necessary a short time 
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ago are no longer needed. In place of them he 
proposes that we “take cities apart into their 
social and economic segments and see what 
makes them ‘tick’.”” 

The bulk of the article consists of an indi- 
cation of the sources from which the market- 
ing man may secure information concerning 
these smaller markets of which the national 
market is composed. In the discussion of 
sources it is pointed out that the Bureau of 
the Census has much untabulated informa- 
tion which is available to groups or individ- 
uals for the nominal charge of copying or 
reproducing. 

Among those who can make use of Census 
data on small areas Dr. Reed lists the follow- 
ing: Banks and Real Estate Agencies, 
Mortgage Agencies, Public Utilities, Cham- 
bers of Commerce, Retailers, Wholesalers, 
Automobile Clubs, Radio Stations, Maga- 
zines and Newspapers, and Marketing Re- 
search Agencies. He points out that even 
those agencies who need more detailed in- 
formation than can be furnished by the 
Census will still find the Census material 
important as background information. 


21.2 Automobile Facts and Figures—24th 
Edition. New York: Automobile 
Manufacturers Association, 1942, 64 
PP- 

Covers the year 1941, with some charts on 
war production matters that run to June, 

1942. 


21.3 Business Births and Deaths 


As a result of demand from many private 
organizations and no less than eleven dif- 
ferent Government agencies and branches in 
recent months, for data which would indicate 
the trend of business births and deaths, 
Dun & Bradstreet is making extensive com- 
pilations of the number of commercial names 
added to and deleted from its big reference 
book (which is issued six times a year—in 
January, March, May, July, September and 
November). 

A summary of the results—based on the 
following tabulations—is scheduled for the 
near future: 


1. Series of United States totals of the 


names added (which might be said to indicate 
the business birth rate) and dropped (which 
indicates the death rate), without breakdown 
by state or trade, for each reference book 
issued from January 1934 to July 1942, in- 
clusive. 

2. Series of Federal Reserve district totals 
of the names added and dropped, without 
any breakdown by trade, smoothed by a 
“three-book moving average” for each refer- 
ence book issued from July 1939 to July 
1942, inclusive. 

3. Comparison of the September 1941 and 
May 1942 reference books, showing by in- 
dustry and trade, names added and dropped 
in the manufacturing, wholesaling, and re- 
tailing fields. (Limited to 31 states in which 
reasonably normal operating experience pre- 


vailed). 


The sorting of more than 200,000 “printer’s 
tickets” which order the changes in each 
reference book yields about 100,000 addi- 
tions or deletions. (The remainder are 
changes of name, rating, address, line of 
business, etc.) These 100,000 “printer’s 
tickets”’ are then sorted into the principal 
lines of manufacturing, wholesaling, and 
retailing. The enormous detail thus involved 
for every book will necessarily limit the time- 
period to be covered by the project. 


24. MISCELLANEOUS 


24.1 Miscellaneous Studies of the Bureau 
of Labor Statistics 


24.1.1 Revised estimates of employment in 
nonagricultural establishments are being pre- 
pared by the Bureau of Labor Statistics and 
will be published in the near future. Greater 
use is being made of employment data avail- 
able through State unemployment compensa- 
tion systems chiefly as a means of adjusting 
employment trends since 1939, the date of 
the last Census of Manufactures and Census 
of Business. Estimates will be shown for the 
U.S. and for each of the States and the Dis- 
trict of Columbia. The major industrial 
groups covered in the new estimates of em- 
ployment are manufacturing (including both 
wage earners and salaried workers), mining, 
transportation and public utilities, construc- 
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tion, trade (including restaurants), finance, 
government and miscellaneous establish- 
ments. The figures will cover the period 
January 1939 to date and will be carried cur- 
rently in the various releases of the Bureau. 

24.1.2 A mimeographed report has been 
prepared by the Bureau of Labor Statistics 
giving indexes of employment and pay rolls for 
retail trade, for seven retail groups, and for 25 
retail lines by months January 1940 to April 
1942, inclusive. 

24.1.3 Also prepared is a mimeographed 
report giving average hours worked per week, 
average hourly earnings, and average weekly 
earnings for retail trade and for six major 
retail groups by months January 1939 to 
April 1942, inclusive. 

24.1.4 The Division of Construction and 
Public Employment, Bureau of Labor 
Statistics has made a follow-up survey of its 
study of occupancy of new privately financed 
homes in the Bridgeport, Connecticut defense 
area to learn to what extent war workers 
moved into units vacated by families moving 
into the new homes. Both the original and the 
follow-up surveys classified the occupants by 
occupation, tenure, earnings, length of resi- 
dence in Bridgeport, and amount spent for 
housing. 

24.1.5 In the June issue of the Monthly 
Labor Review an article on “Housing for War 
Workers” outlines the scope of the public 
and private housing programs in May 1942, 
and describes the various types of public 
housing accommodations, the workers eligi- 
ble for them, rents charged, and occupancy 
rates in various critical housing areas. 

Estimates of the number of new dwelling 
units provided in nonfarm areas during the 
first half of 1942 have been made. Estimates 
are also available showing employment and 
expenditures on all types of new construction 
during the first half of 1942. 

24.1.6 Estimates of Federal, State, and 
local government employment have been re- 
vised from 1939 to 1942, and separate esti- 
"7% are available for each State and for the 

3. 

The growth in Federal employment since 
the inauguration of the defense program is 
analyzed in an article entitled “War and the 


Increase in Federal Employment” in the 
August issue of the Monthly Labor Review. 

24.1.7 The results of the Bureau of La- 
bor Statistics’ 1942 survey of earnings in 
Eas‘ern airframe plants appeared in the July 
1942 issue of the Monthly Labor Review. Simi- 
lar information appeared in the August Re- 
view covering airframe plants in the Michi- 
gan and Buffalo (N. Y.) areas. 

24.1.8 Findings based on the Bureau’s 
1941 survey of earnings in the nonferrous 
metals industries appeared in the June, July 
and August 1942 issues of the Monthly Labor 
Review. The Bureau is now engaged in a 
study which will enable it to bring the aver- 
age hourly earnings figures in these reports 
up to date. 

24.1.9 Mimeographed reports are now 
available on 1942 occupational earnings in 
agricultural machinery, construction machin- 
ery, textile machinery, mining machinery and 
equipment, and miscellaneous industrial ma- 
chinery. Reports of a similar nature will be 
available from time to time in other branches 
of the machinery industry. 

24.1.10 The Bureau recently made a study 
of occupational wage rates in American ship- 
yards engaged in the construction and repair of 
ships. The results of the study covering the 
Pacific Coast yards appeared in the August 
1942 Monthly Labor Review. Similar informa- 
tion for other regions appeared in the Sep- 
tember issue of the same publication. 

24.1.11 The final report covering the Bu- 
reau’s survey of Labor Aspects of the Chicago 
Milk Industry has been completed. A sum- 
mary of the survey appeared in the June 1942 
issue of the Monthly Labor Review. 

24.1.12 In connection with the Bureau’s 
1942 survey of entrance rates of pay of com- 
mon laborers schedules were made available 
to approximately 12,000 establishments in 20 
industries. Returns are now being tabulated. 

24.1.13 The material supplied to the Bu- 
reau in connection with its 1942 mail ques- 
tionnaire survey of hours and earnings and 
other related factors in the printing and pub- 
lishing industry has now been processed. 
Copies of the findings based on this survey 
should be available for general distribution 
by the time this note appears. 
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24.1.14 In May 1942 the Bureau of Labor 
Statistics issued Part Il—of a series of re- 
ports, giving complete specifications for each 
food for which wholesale prices are compiled. 
Previously issued were Part I—Farm Prod- 
ucts, Part I1]—Hides and Leather Products, 
Part 1V—Textile Products, Part V—Fuel 
and Lighting Materials, Part VI—Metals 
and Metal Products, Part VII—Building 
Materials, Part VIII—Chemicals and Drugs, 
and Part [X—Housefurnishing Goods. The 
final volume in the series, Part X—Miscel- 
laneous was published in August. 

24.1.15 Index numbers of wholesale prices 
of controlled and uncontrolled market prices 
of 28 basic commodities are published weekly. 
The first release, issued in May 1942, in- 
cluded index numbers as of Friday of each 
week since January 3, 1941. Index numbers 
of the 889 individual series included in the 
general all-commodity index classified as to 
controlled and uncontrolled will be pub- 
lished at an early date. Included in the con- 
trolled groups are those commodities placed 
under specific price ceilings issued by the Of- 
fice of Price Administration before June 2, 
1942 or covered by the General Maximum 
Price Regulation. The indexes are calculated 
on a fixed base and are of a constant compo- 
sition. 

24.1.16 A report of price changes of com- 
modities affected by patent controls covers 
average monthly prices and percentage 
change from August 1939 to March 1942 for 
acetic acid, alcohol, fire brick, glass, rayon 
and other products. 

24.1.17 A report on recent changes in con- 
sumers’ goods treats some of the modifica- 
tions which have occurred in production of 
some of the textiles of importance to the 
civilian purchaser. Among the products af- 
fected are cotton, wool, rayon, leather and 
metal. Reductions and simplifications of 
styles in consumers’ durable goods, apparel 
and dyestuffs are also among the timely 
problems discussed by the report. 

The following reports dealing with condi- 
tions during the war of 1917 are available for 
general distribution: 


Controls of Wheat, Flour and Bread in 
World War I—1917-1919 


Stabilization of Food Prices at the Retail 
Level—1917-1918 

United States Food Administration, Op- 
eration of Decentralized Administration 


—I9I17—-1918 


New studies under way consider events 
after the Armistice and include the Demobili- 
zation of Manpower at the close of World 
War I (reported in the last quarter), the 
Dissolution of the War Industries Board, 
Canned Foods—Withdrawal of the Govern- 
ment from the Market, 1918-1921, and the 
Automobile Industry—Post-War History, 
1918-1921. 

24.1.18 A study of price fixing in iron and 
steel during the first World War falls into 
three periods, the first covering the time be- 
tween the entrance of the United States into 
the war and the beginning of the price-fixing 
negotiations (April 1917—September 1917), 
the second covering the period during which 
prices were being fixed (September 1917- 
January 1918), and the third comprising the 
remaining months of the war (January 1918- 
November 1918). 

The Chronology of Important Economic 
and Military Events is being continued and 
is now available through the first quarter of 
1942. An index to the 1941 Chronology has 
been prepared for general distribution. 

24.1.19 The Bureau has released the sum- 
maries of its study on income and money ex- 
penditures for current consumption by in- 
come classes and by types of expenditures for 
1941 and for the first quarter of 1942. Data 
are based on a sample survey of city families 
and single persons and indicate changes in 
spending and savings between 1941 and the 
first quarter of 1942. 


24.2 Three New Wartime Folders 


The following folders are three of the new 
series of popular Food-for-Freedom leaflets 
of the U. S. Department of Agriculture. Sin- 
gle copies of all are available free from the 
U. S. Department of Agriculture in Wash- 
ington, D.C. 


“Vitamins from Farm to You,’”—The vita- 
mins explained in popular terms—what 
they are, what they do, what foods contain 
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them. Includes easy-to-understand chart 
of the foods that contain the six best 
known vitamins. 

“Food for Growth,”—Written to boys and 
girls 9 to 12 years old, this folder gives the 
nutrition story in the language of youth. A 
scorecard is included that will enable chil- 
dren to grade their own daily nutrition. 

“Fight Food Waste,”—“Help America, help 
yourself, by fighting food waste on the 
home kitchen front.” So urges this leaflet. 
Following this suggestion are seven pages 
of directions concerning the prevention 
of food wastes. 


24.3 Food Bulletins Keyed to War Effort 


Meat for Thrifty Meals, Farmers’ Bulle- 
tin No. 1908, U. S. Department of Agri- 
culture. 46 pp. Price, 10 cents. Available 
from Superintendent of Documents, 
Washington, D. C. 

Contains tips on preparation—nearly 
100 recipes. 

Home Canning of Fruits, Vegetables and 
Meats, Farmers’ Bulletin 1762, revised. 
47 pp. Price, 10 cents. Available Super- 
intendent of Documents, Washington, 
D.C. 

Well-known complete canning hand- 
book for homemakers, revised this sum- 
mer taking into account wartime short- 
ages of equipment and sugar. 

Drying Foods for Victory Meals, Farmers’ 
Bulletin No. 1918, U. S. Department of 
Agriculture. 14 pp. Price, 10 cents. 
Available from Superintendent of Docu- 
ments, Washington, D. C. 

Given are directions for home-drying 
of fruits and vegetables. Home drying is 
especially important in wartime because 
it does not require sugar—nor the met- 
als, rubber, and other materials used in 
more common types of food preserva- 
tion. 


24.4 Recent Publications of the Farm Credit 
Administration 


Bulletin No. 44—Business stability of 
Iowa farmers’ elevators. 

Bulletin No. 46—Classification and rating 
of farm fire risks. 


Bulletin No. 47—Cooperative canning of 
fruits and vegetables. 

Bulletin No. 48—Sales and distribution 
policies of cooperative canneries in the 
United States. 

Bulletin No. 51—Marketing Maine pota- 
toes in Maine and in Boston. 

Bulletin No. 52—Retail outlets for fruit in 
New York City. 

Circular No. C-123—Personnel manage- 
ment in farmers’ cooperatives. 

Circular No. C-124—Distribution of milk 
by farmers’ cooperatives. 

Circular No. C-125—Distribution of ma- 
chinery by farmers’ cooperative asso- 
ciations. 

Circular No. C-126—Cooperative manu- 
facture and distribution of fertilizer by 
small regional dry-mix plants. 


24.5 American Management Association has 
released four bulletins of its Marketing Series 
(Nos. 46, 47, 48, 49) dealing with salesmen 
and selling during wartime. The titles are: 
No. 46: Transporation and Routing of Sales- 
men; No. 47: Wartime Adjustments in Sales 
Personnel; No. 48: Sales Planning for the 
Duration—and After; No. 49: Trends in 
Wartime Selling. 


24.6 Recent publications of the Chamber of 
of Commerce of the United States 


The Challenge of Peace 

Wartime Experiences of Retailers in 
Canada 

Conservation of Vital War Transportation 

The Federal Commodity Loan Program 

Rural Relief and Rehabilitation 

Federal Farm Mortgage Credit Legisla- 
tion. 


25. WAR AND MARKETING POLICY 


25.1 Subsidies as a Solution for the Squeeze. 
Hector Lazo, Washington: The 
Author, 1920 47th St. N.W., 1942, 
67 pp., 50 cents. 


Here is a concise explanation of one of the 
complex group of problems gathered up into 
that most expressive term, “The Squeeze.” 
After a chapter on definitions, there follows 
one telling why the government proposes 
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subsidies. The third chapter shows what sub- 
sidies are and why business objects to them. 
Since the monograph has been written with 
special reference to the food industry, where 
the Squeeze is found in its most aggravated 
form, the next two chapters deal with the 
food industry’s counter proposal to subsidies 
and what the subsidy would mean in that 
industry. 

Because of the extraordinary clarity of the 
exposition even those who have been able to 
follow the literature on subsidies and the 
squeeze will be well repaid to review these 
chapters. For those unable, heretofore, to 
give thought to this subject these pages offer 
the best opportunity of quickly grasping the 
essentials of the matter that the reviewer 
has seen. 

The final, or sixth, chapter of the pamphlet 
presents “A Practical Proposal for the Sub- 
sidy Program,” comprising the author’s per- 
sonal suggestions for safeguarding the public, 
the Government, and free enterprise in 
America. He proposes that the “standards” 
or safeguards already brought forward by 
various Government spokesmen should be 
incorporated into a special act. These safe- 
guards run approximately as follows: “1. 
Before a subsidy shall be granted, it must be 
proven conclusively that it is necessary; 2 
The service or the commodity must be essen- 
tial to the war effort; 3. The amount of 
subsidy should not, of course, be greater 
than the actual increase in cost that business 
itself could not absorb; 4. No subsidy should 
be granted to any businessman or company 
which did not undertake a rigid plan of 
cutting costs and eliminating waste whenever 
possible.”” The act would authorize subsidies 
for the duration of the war emergency only. 
In addition, the author suggests the follow- 
ing safeguards to business: 1. Requirement 
in the law that the administrative body in 
Government shall include practical business 
men. 2. Prohibition in the act against dis- 
turbing established practices except in ex- 
treme emergency “upon full approval of the 
board,” subject to judicial review on appeal. 
3. Prohibition in the new law against dis- 
crimination as between buyers. 4. Require- 
ment in the law that subsidies shall not be 


used to force sellers into different sales 
channels than customary, except in extreme 
cases “fully approved by the entire board,” 
and subject to review. 5. Requirement in 
the act that supplies must be equitably dis- 
tributed in cases of allocations and of inven- 
tory and other controls. 6. The establish- 
ment of a special Commercial Court of Re- 
view. 7. A definite limitation in time for con- 
tinuation of such a program after the end of 
actual war. 8. Provision in the act to give the 
subsidy-granting board as much independ- 
ence, as possible, supplying independent 
funds for it, if necessary. 9. The establish- 
ment of the office of administrator for such 
funds. 10. A provision in the new law that 
wherever possible subsidies shall be applied 
at the primary source. 11. Machinery must 
be set up for swift action to avoid undue 


hardship. 


25.2 Types of War Inflation. A. C. Pigou, 
King’s College, Cambridge, The Eco- 
nomic Fournal, Volume LI, Number 
204, December 1941, pages 439-448. 


The author states that, in general, infla- 
tion exists when money income is expanding 
more than in proportion to income-earning 


activity. However, there are to be distin- 
guished two types of inflationary movement: 
(1) wage-induced inflation, (2) deficit-in- 
duced inflation. 

Wage-induced inflation comes about 
when wage-earners in war-time ask for in- 
creases of pay to offset rising prices when 
these are due to diminished productivity; 
that is to the diminished yield of goods per 
given quantity of resources engaged in pro- 
ducing them, brought about by the forces of 
destruction and obstruction which are let 
loose in war-time. The only way in which this 
type of inflation can be checked is by stop- 
ping the upward race of wages against prices. 
The State can do this either by making 
grants to specially poor persons (e.g., through 
children’s allowances), or, by means of sub- 
sidies, preventing the prices of things being 
produced less efficiently from being raised in 
correspondence with their money costs. 
Either of these policies entails State expendi- 
ture. If this expenditure can be financed out 
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of genuine savings, the inflationary move- 
ment is successfully checked. However, if it 
has to be financed out of new creations of 
money, then wage-induced inflation is 
checked but deficit-induced inflation is sub- 
stituted for it. 

Deficit-induced inflation comes about 
when in war-time the Government is bound 
to undertake very large expenditure for war 
purposes, endeavoring to raise funds to meet 
this expenditure by taxes and loans (not 
themselves financed by new money) from the 
public. If the public is unwilling to reduce its 
consumption and private investment suffi- 
ciently far and does not provide it with 
enough funds, the Government must pos- 
sess itself of new money created for it by the 
banks. So long as Government expenditure 
exceeds the yield of taxes and loans (not 
themselves financed with new money) from 
the public, more and more new money has 
to be created and the upward movement of 
money income must continue. 

In principle in order to stop deficit-induced 
inflation, a Government needs to obtain 


more money from the public by taxes or loans 


not themselves furnished by the public out of 
new creations of money. To this end it may 
obstruct, through systems of rationing, pri- 
orities, licences, prohibition of new capital 
undertakings, and so on, alternative uses for 
private funds. By issuing various types of 
war loans adjusted to the tastes of different 
classes of people, it may make as attractive 
as possible the use into which it wishes them 


said against this—offer high rates of inter- 
est. It may appeal to patriotism and adopt 
all manner of propagandist devices. 

There is also a type of inflation sometimes 
called galloping inflation. When money in- 
comes increase faster than the stock of 
money, there is a fever, which, so to speak, 
feeds on itself; every rise in prices, entailed 
by rising income, carries with it a distrust of 
money, a rapid flight from money, and a 
further rise in incomes and prices. Whether 
wage-induced or deficit-induced inflation will 
turn into galloping inflation depends on the 
temperament and past experience of the peo- 
ple concerned. 
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PrInciPLes OF Retar.ina, by C. W. Barker 
and I. D. Anderson. New York: McGraw- 
Hill, Second Edition, 1941. Pp. xii, 494. 
$4.00. 


The general organization of this revised 
edition is almost an exact duplication of 
that in the original. The chapter headings 
and sectional topics within the chapters, in 
most cases, are the same in both editions. 
In spite of these points of similarity the book 
has undergone certain changes. The illus- 
trative material and the footnotes have been 
brought up-to-date. The publishers state 
that the book “‘is strictly up-to-date, in- 
corporating the many changes in principles 
and in institutions which have occurred in 
the past six years.”” This reviewer feels that 
as far as the discussion in the book is con- 
cerned very few changes in principles and 
institutions are revealed. One of the con- 
tributions of the revision, however, is that 
the student is given new examples to demon- 
strate the principles that were discussed in 
the 1935 edition. This will appeal to the 
student who may be interested in some of the 
practical aspects of retailing. 

The authors have displayed a fine sense 
of proportion throughout the entire book. 
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A minimum amount of statistical material is 
presented, but that which is used is quite 
pertinent and up-to-the-minute. Moreover in 
various footnotes the student is referred to 
other sources of data which may be utilized 
to carry on a more extensive study of the 
several phases of retailing than this general 
treatise can accomplish. The new edition, 
like the old, avoids a formal bibliography at 
the close of the book; in most elementary 
textbooks this is usually so much excess 
baggage. 

The student is taken through the entire 
retail institution in a functional sort of way. 
The various problems of management which 
arise from the time of starting a store until 
the goods reach the consumer are discussed. 
The authors have not unduly stressed any 
particular phases or functions to the detri- 
ment of the others; a remarkable balance is 
maintained throughout the book. 


E. J. SHEPPARD 
Purdue University 


BonNELL’s MANUAL ON PACKAGING AND 
Suippinc, C. M. Bonnell, Jr., Editor-in- 
chief. New York: Bonnell Publications, 
1941. Pp. 566. $5.00. 
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Included in this manual are some Ig dif- 
ferent chapters each of which was prepared 
by a specialist in the field of packaging, 
packing, loading, handling and shipping, etc. 

It is a type of book that is exceedingly use- 
ful for manufacturers, packers of all types, 
as well as wholesale distributors, since it 
gives useful information on packaging, on 
various types of containers that might be 
used, their relative advantages from various 
points of view, etc. Every chapter covers its 
subject in minute detail. In addition to the 
above subjects, there are chapters covering 
such topics as bailing, crating, cordage, ex- 
port packaging, and loading. There is also a 
chapter on the technique of marking ship- 
ping units. 

A feature that makes the manual exceed- 
ingly practical is its detailed index enabling 
one to find data quickly on any of the many 
different topics covered. At the end of the 
volume is a Purchasing section, listing sup- 
pliers of materials and services discussed in 
the text matter. This work should prove help- 
ful to plant superintendents as well as to 
traffic and sales managers. 

J. Roperr Hitcert 
Pennsylvania State College 


Tue THEORY OF INCIDENCE OF SALES TAXA- 
TION, by John F. Due. New York: King’s 
Crown Press, 1942. Pp. xii, 257. $2.25. 


As its title indicates, this volume is a pure 
exposition of the theory of incidence of sales 
taxation. For the student of economic theory, 
the book presents an excellent exposition in 
tax incidence. If one accepts the carefully 
worded assumptions, the propositions laid 
down are excellently developed and pains- 
takingly proved. On the other hand, the 
material possesses relatively little of value 
for the business man or for the student inter- 
ested in the practical problems of taxation. 

The thesis of the author is that the old 
theories of sales tax incidence propounded 
by the classical economists have failed to 
take account of a number of factors which 
play an important part in the problem of 
tax shifting; and, hence, that their conclu- 
sions are not sound. 

The book separately analyzes the problem 


of sales tax incidence in unit sales taxes, ad 
valorem taxes, retail sales taxes, chain store 
taxes, and general sales taxes. Each of these 
classifications is examined under conditions 
of constant unit cost production, decreasing 
unit cost production, and increasing unit 
cost production. These three categories are 
in turn examined under conditions of pure 
competition, pure monopoly, and monopo- 
listic competition. 

A very interesting comparison is made be- 
between the author’s conclusions on the in- 
cidence of the general sales tax and a sta- 
tistical study of the incidence of the proc- 
essing tax prepared by the Bureau of Agricul- 
tural Economics. The statistical findings are 
very similar to the theoretical conclusions. 

Professor Due arrives at several very 
definite conclusions with regard to the in- 
cidence of the sales tax: 


1. That in the class of constant unit pro- 
duction cost lines, the price of goods is 
raised exactly the amount of the tax. Thus, 
the exact amount of the tax will be shifted 
from those who originally paid it. 

2. That for those lines with decreasing 
unit production costs the price is raised some- 
what more than the amount of the tax, 
since producers will attempt not only to 
cover the price of the tax but will add the 
increased cost of production, made necessary 
through the reduced volume, brought about 
by the falling off in demand due to higher 
prices. 

3. That in the case of those lines with an 
increasing unit production cost the price will 
rise somewhat less than the amount of the 
tax. 

4. That in the pure competitive lines the 
rise will be exactly the amount of the tax. 

5. That in pure monopoly lines the rise 
will be less than the amount of the tax since 
it is assumed that the monopoly has priced 
its articles at the optimum profit level before 
the tax was put on. 

6. In the monopoly-competitive or oli- 
gopoly lines the price will rise somewhat 
more than the amount of the tax. 

In the judgment of the reviewer, Professor 
Due has clearly shown that the classical 
theorists have over simplified the problem of 
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sales tax incidence. One may secure an excel- 
lent bird’s-eye picture of Dr. Due’s ideas by 
reading the excellent summary paragraphs 
following each chapter of the work. 


L. E. Horrman 
Drake University 


ComMERCIAL AiR TRANSPORTATION, by John 
H. Frederick. Chicago: Richard D. Irwin, 
Inc., 1942. Pp. xii, 493. $4.00. 


The author has attempted to present a 
picture of the evolution and present status of 
this new and rapidly developing field of 
transportation in the United States, the 
nature and extent of social control, and the 
problems confronting the airlines in their 
attempts to render adequate service which 
assures a reasonable profit. Classifying his 
study under three main headings entitled 
“The Air Transportation System of the 
United States,” “Federal Regulation of Air 
Transportation,” and ‘Problems and Serv- 
ices of Commercial Air Transportation,” he 
sets up a logical framework within which he 
treats such major topics as space and expedi- 
ency dictate. 

A considerable array of tabular and pic- 
torial information supplements the written 
presentation. The text deals with the chrono- 
logical development of the industry, and 
gives attention to economic and managerial 
problems involved in the selection and main- 
tenance of facilities and equipment. The 
problems involved in the carrying of pas- 
sengers, mail, and express are well covered. 
By presenting comparative data on dollar- 
hour costs of transportation by bus, railroad, 
and air, and by showing the relative safety 
of air line travel, data are developed upon 
which air-minded transportation men may 
construct a better sales story. The extensive 
bibliography is replete with sources of in- 
formation on various phases of commercial 
air transportation, and appendixes present 
digests of the Civil Aeronautics Act of 1938, 
texts of air mail payment formulae, and a 
summary of the main provisions of the con- 
tract between the airlines and the Railway 
Express Agency in force in 1941. 

Undoubtedly the present world conflict 
will focus much attention upon the possibili- 


ties of commercial air transportation and the 
necessity for more rapid carriage of certain 
types of commodities. This compilation of 
material should serve as a splendid text for 
a course in commercial air transportation or 
as supplementary to other transportation 
course materials. The clarity of presentation 
commends it for attention by the lay reader, 
or by those who might profitably use air 
services for carriage of passengers and com- 
modities. 

Vernon D. KEELER 

University of California 

Los Angeles 


THe Controt or Customer Returns, by 
Gault and Goodman. Ann Arbor: Univer- 
sity of Michigan, 1942. Pp. 107. $1.50. 


This study of store policies in handling re- 
turns offers a new approach to the problem of 
retail merchandise returns. Instead of at- 
tempting to analyze returns as an isolated 
problem, the authors analyze the control of 
customer returns in relation to other manage- 
ment and merchandising policies. Although 
this study is based upon data secured from 
department and specialty stores located 
principally in Detroit, this fact does not 
limit the value of the analysis and conclu- 
sions. 

In discussing the nature of the return prob- 
lem, the study offers an excellent, although 
brief, summary of the important results of 
previous studies in this field. The work is 
successful in its attempt to establish an 
orderly terminology concerning a subject 
often characterized by a confusion of ter- 
minology. Of particular interest is the analy- 
sis of the question, ‘““What do returns really 
cost?’ The authors emphasize that two types 
of costs are involved in the treatment of 
customer returns: (1) physical costs, and (2) 
nonphysical or “‘lost opportunity” costs. The 
“lost opportunity” costs are evaluated on 
the basis of (a) the length of time during 
which goods remain outstanding, and (b) the 
relationship of markdowns to returns. This 
analysis of “lost opportunity” costs is 4 
welcome addition to the usual discussion of 
cost of returns. 

The authors tend to de-emphasize the im- 
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portance of interstore cooperation in the 
handling of the return problem. Instead, 
they recommend a four-point policy (re- 
quiring a minimum of interstore cooperation) 
as follows: 


‘t. An extremely liberal policy in accept- 
ing returns from all customers who do not 
abuse the privilege. 

“2. Direct and individual educational 
work on all customers’ accounts in which 
the return privilege is abused. 

“3. The elimination of all accounts that, 
over a reasonable period of time, are un- 
profitable because of returns, and all ac- 
counts of customers found to be flagrantly 
dishonest. 

““4- Regular examination of return data as 
a basis for improving store operations and 
thereby reducing the need for customers to 
make returns.” 


The authors conclude that, “The problem 
is not one of eliminating or decreasing re- 
turns but of the constructive control of re- 
turns so as to make the stores’ policy in this 
regard an effective tool for sales promotion.” 

This study is recommended as an excellent 
analysis of one of the more difficult problems 
in the field of customer relations, and should 
be of interest both to students of retailing 
and managers of retail stores. 


Cuar_es N. Davisson 
University of Missouri 


Barriers TO Wortp Trape, by Margaret 
S. Gordon. New York: Macmillan, 1941. 
Pp. xii, 530. $4.00. 


The author marshals her material in the 
following order: historical background, con- 
trol of international payments, control of 
international movements of goods, and inter- 
national commercial bargaining. 

In establishing the historical perspective, 
the World War I control measures and sub- 
sequent trade restrictions embodied in tariffs 
and trade treaties up to 1929 are recounted 
as one phase. The depression with the result- 
ing tariff increases, 1931 financial crisis, 
breakdown of the gold standard, and forma- 


tion of currency blocs comprise the second. 
This section includes a chart of the depreciat- 
ing countries with dates of gold suspension, 
depreciation, or devaluation. 

The section on control of international 
payments begins with an explanation of the 
technique of exchange control and its history 
from 1931. Measures of relaxation (which 
became possible as the various national 
trade positions clarified) are discussed, fol- 
lowed by an intensive treatment of clearing 
agreements. The German askimark system 
and private compensation transactions are 
explained. 

The third section on control of interna- 
tional movements of goods considers those 
tariff increases which followed in the wake 
of the depression, the movement towards 
unequal tariff treatment, and the imposition 
of more drastic controls such as import and 
export quotas, subsidies, and embargoes. 

The last section, on international commer- 
cial bargaining, includes an excellent discus- 
sion of the most-favored-nation clause, an 
analysis of the bargaining policies of the 
United States, United Kingdom, France, and 
Germany, a useful review of the World 
Monetary Conference of 1933 and the effects 
of its failure on tariff bargaining. Of special 
interest in a day of planning for the bright 
new world to come is a detailed treatment 
of international raw commodity control 
schemes. Considerable attention is given to 
the history of the various regional tariff 
groups such as the Danubian and Oslo groups. 

Although Miss Gordon’s purpose is “‘to 
trace the outstanding trends in commercial 
policy since 1931 with particular emphasis 
on the technique of the newer methods of 
trade control,”’ a purpose in which she suc- 
ceeds very well, the broad scope of the work 
and the integration of so many lines of com- 
plicated development make it a real contribu- 
tion. It should be read as a refresher and kept 
at hand for reference. Although too re- 
stricted for use as a general text in Foreign 
Trade, it provides an excellent vehicle for 
assigned readings in Foreign Exchange, 
Commercial Policy, and the Tariff. 


Epwin WIGGLESWORTH 
New York University 
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How to Write ADVERTISEMENTS, by Ken- 
neth S. Howard. New York: McGraw-Hill, 
1937. Pp. viii, 257. $2.00. 


This is a book written by an advertising 
man with twenty-five years’ experience as 
free lance copy writer, advertising counsel, 
and as advertising manager for three manu- 
facturing corporations. Mr. Howard claims 
to have written a workbook on advertising 
for the business man “who prepares his own 
advertisements. Accordingly emphasis is 
placed on actual methods of production 
more than on advertising theory.” He there- 
fore divides his material into two parts de- 
voting the first 93 pages to a treatment of 
the mechanical phases of the preparation of 
advertisements and the remaining 159 pages 
to a discussion of the problems of advertising 
construction as found in various types of 
business. Mr. Howard suggests that after 
finishing the first section of the book the 
reader may turn directly to that chapter 
which deals specifically with his own line of 
business. 

On the whole the author has achieved his 
purpose. His treatment of the mechanics of 
constructing an advertisement, i.e., chapters 
on The Display Line, The Illustration, etc., 
is practical. However, other books have 
handled this material with equal precision 
and usefulness, if not with equal brevity. On 
the other hand, few authors have attempted 
to deal by separate types of business with 
the specific problems met by a business man 
who tries, together with his other tasks, to 
write his own advertisements. Undoubtedly 
the practical suggestions and advice given 
by a man with such a wealth of advertising 
experience will prove unusually helpful to 
those seeking such information. 

In the opinion of the reviewer, Mr. 
Howard, in an attempt to avoid detailed 
treatment of the material discussed, has 
streamlined his presentation to the extent 
of weakening the book’s usefulness even to 
the particular group of business men for 
whom he has written it. 


HeEten G. Canoyver 
University of Minnesota 


Latin America, by Preston E. James. New 
York: The Odyssey Press, 1942. Pp. xx, 
908. $4.50. 

This timely book written by a distin- 
guished scholar of Latin American affairs is 
unquestionably the most complete single 
source available for the countries of the 
Western Hemisphere south of the Mexican 
border. The author achieves a high degree of 
comprehensiveness by utilizing a systematic 
exposition and analysis which, with some 
variation to fit local conditions, employs the 
following approach as illustrated by the 
treatment of Brazil: introductory chapters 
on the land and people covering surface 
features, climates, natural vegetation, min- 
eral resources, early racial ingredients, the 
course of settlement (related to sugar, gold, 
coffee and other tropical products), and the 
character of immigration; this is followed by 
regional chapters using a similar approach 
but with correspondingly greater detail for 
the Northeast, the Southeast, Sao Paulo, 
the South, and the North; and finally, a 
poignant summary chapter on “Brazil as a 
Political Unit.” 

As a special feature, a statistical summary 
is presented on the first page of each por- 
tion of the book treating a separate country. 
This makes possible such useful inter-Latin 
American comparisons as the per capita 
dollar value of imports and exports and rail- 
road mileage. For the geographic minded 
the book is a real source of pleasure in terms 
of its excellent series of maps for each region 
discussed. Here, making ready comparison 
possible, are shown the surface configura- 
tion with the underlying rock structure given 
in broad classes, the natural vegetation, the 
land-use regions, and especially useful dot 
maps showing the distribution of population. 
It is a source of regret that the requirements 
of publication necessitated cutting these use- 
ful maps into smaller than page size regional 
fragments, a fault which it is understood will 
soon be rectified by the publication of com- 
posite wall maps. 

Most invaluable is the analytical penetra- 
tion of the author in placing his finger on 
basic conditions. It is his deep insight which 
raises this book entirely out from the ranks 





we te 








THE FOURNAL OF MARKETING 


189 





of those dry texts which gall the reader with 
their muddy syntheses and their encyclo- 
pedic summaries of inadequate secondary 
source material. Excellent but random ex- 
amples of this insight are afforded by state- 
ments, too long to quote here, showing the 
relation of the pastoral native Argentinean 
and the tenant farmer immigrant to the rise 
of agriculture in the Humid Pampa; the 
struggle of the Ecuadorian with remoteness 
and poverty of resources; the meeting and 
mixing of the Spanish and Inca Indian cul- 
tures in Peru without amalgamation into a 
coherent society (here there is a fine sum- 
mary of the social and agrarian organization 
of the Incas); and the health and population 
problems of Puerto Rico. 

Further, in fairness it should be empha- 
sized that, in a manner never before achieved 
coverage is provided not only for South 
American but for that geographic ““No Man’s 
Land”—Middle America. Those who have 
attempted to gain coherent insight into this 
part of the world have been baffled by the 
fragmentary good, bad, and indifferent ma- 
terial available in the literature. Finally, 
the book provides a comprehensive bibliog- 
raphy; climatic data for 115 stations; com- 
mercial statistics by countries for each of the 
principal Latin American products; and an 
excellent two-page guide to the pronuncia- 
tion of Spanish and Portuguese place names. 
Here is a book to be recommended without 
qualification to all serious students of the 
Latin American scene. 

Matcoum J. Prouproor 
Washington, D.C. 


ErrectiveE Grocery WHOLESALING, by Wil- 
liam H. Merserole and Charles H. Sevin. 
Washington: United States Government 
Printing Office, 1941. Pp. ix, 241. 


This study has been built around the 
recognized changes that have been taking 
Place in general distribution since World 
War I: the stabilizing of population growth, 
decrease in foreign markets, expanded pro- 
duction facilities, influences of highways and 
automobiles, better transportation in gen- 
eral, faster communication, and wider curves 
in national income. 


Along with the above have come changes 
greatly affecting the wholesale grocer. A few 
of these are: the rise of the chain store and 
supermarkets; increase in impulse merchan- 
dise; more intensified advertising; wider use 
of packaging and product differentiation; 
and World War II with its upsets and re- 
strictions on domestic trade. 

The purpose of this book is, first, to show 
how the wholesale grocer has met these 
changes; second, to pass on the experience of 
some ninety representative wholesalers to 
other distributors for what it may be worth 
to them; third, to suggest methods of meet- 
ing the unknown problems of the future. 

The study points to several trends that 
have been evident in wholesaling groceries. 
The more striking of these are the following. 
(1) The tendency of wholesalers to work 
more closely with retail dealers through 
voluntary chains; i.e., more effective dealer 
aids, cooperative advertising, controlled- 
labels, higher turnover, and lower gross 
margins to meet competition. (2) Whole- 
salers are using a more effective system of 
inventory control for themselves, and are 
more and more streamlining the physical 
handling of merchandise. (3) Too many 
wholesalers are still using out-moded meth- 
ods; others lack courage to eliminate un- 
profitable customers; some overemphasize 
gross margin and volume instead of net; 
many unprofitable wastes still prevail in 
obsolete warehousing; unprogressive whole- 
salers are still using antiquated methods of 
order routine, being unwilling to streamline; 
and waste of managerial time is still prevalent. 

Extensive tables cover various kinds of 
operating ratios of the selected wholesalers. 
Many graphs are used to show delivery tech- 
niques, loading arrangements, order filling 
plans, and organization plans. Fifty pages of 
appendices go into details, containing valu- 
able information for practitioners in the field. 

The book is a contribution to the field and 
well worth careful analysis. It would be 
more useful, if it were more comprehensive, 
but the authors aimed at setting up typical 
examples rather than an exhaustive analysis. 


F. A. NaGLey 
University of Southern California 
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Let’s Loox at ApveErtisiING, by William C. 
Pryor and Helen S. Pryor. New York: 
Harcourt Brace, 1940. Pp. xii, 249. $2.00. 


“You wouldn’t be likely to be careless with 
a stick of TNT, yet the average individual, if 
he isn’t careful, is more apt to be injured by 
advertising—sometimes even fatally—than 
by high explosives, in the course of a normal 
life.” 

This is a readable and interesting little 
book, as one might judge from the excerpt 
above. It is written from the point of view of 
an outsider looking in rather than from that 
of an insider looking out. Advertised as being 
of particular interest to a person thinking of 
entering advertising, it approaches the sub- 
ject from the standpoint of a book that is 
“debunking” the profession. One is not just 
sure which angle is dominant in the book. 

Those who are seriously considering ad- 
vertising as a field of activity would un- 
doubtedly want a more comprehensive book. 
But this attractively illustrated little volume 
will be read by many who want to hear just 
a little about a great number of things, in- 
cluding department stores, agencies, art 
work, planning campaigns, radio, direct mail, 
and of course the consumer. 

Rosert P. Crawrorp 


University of Nebraska 


FretD WAREHOUSING AS A FACILITY FOR 
Lenpinc Acainst Commonities, by Wes- 
ley J. Schneider. New York: Macmillan, 
1941, Pp. vi, 85. $1.00. 


This small book may be described as a 
reference manual or guide for the bank lend- 
ing officer responsible for loans made against 
warehouse receipts issued on commodities 
stored in field warehouses. It explores the 
possibilities of field warehouse receipts as a 
banking service, considers some of the pecu- 
liar requirements of this kind of financing, 
and describes or suggests good practice in 
such matters as the selection of a field ware- 
house company, adequate recording-keeping, 
and warehouse inspection. 

The marketing teacher will find most use- 
ful the section describing current field ware- 
house procedures and the four case histories 
which illustrate how field warehousing can be 


used to the advantage of both bank and bor- 
rower. The manufacturer or processor of 
goods which are advantageously stored and 
financed while stored will find a concise 
summary of what the banker considers 
eligible conditions. 

This book, written by an executive of the 
Bank of America, includes an excellent bib- 
liography and fills one more gap in the readily 
accessible source material on the many tech- 
nical instruments and procedures in the 
broad field of marketing. 

C. S. Locspon 
Michigan State College 


Marketinc Lire Insurance, by J. Owen 
Stalson. Cambridge, Massachusetts: Har- 
vaid University Press, 1942, Pp. xl, gio. 
$6.00. 


This huge treatise brings together in read- 
able form in one volume a vast amount of 
material on the history of the life insurance 
business, on its changing social roles, on the 
policies, techniques, and men involved in 
marketing life insurance, together with para- 
graphs of sound advice here and there on 
industrial and public relations policies. 

The study grew out of the author’s doc- 
toral dissertation in the Harvard Graduate 
School of Business Administration. Thirteen 
leading life insurance companies aided finan- 
cially to make the research and publication 
possible. 

Dr. Stalson’s text and his 230 pages of 
notes and appendices contain three parts of 
particular interest to students of marketing. 
The introductory chapter on the “Basic 
Problems of Life Insurance Marketing” sets 
forth a careful analysis of the ‘“‘physical, eco- 
nomic, social, and psychic”’ aspects of risk 
and of the manner in which life insurance 
seeks to cope with one type of risk. Part VI 
recounts the turbulent period from 1868 to 
1906 in life insurance and American develop- 
ment. And the three chapters of Part VII 
deal candidly with reform and innovations, 
especially those associated with the “Up- 
heaval of 1905.”” They also present a detailed 
consideration of the recent trend toward in- 
formed marketing. 

In discussing legislative reform move- 
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ments and especially the recent hearings of 
the Temporary National Economic Commit- 
tee, Dr. Stalson offers this cogent advice to 
the sponsors of his study: 


The...industry dearly needs to bethink itself of 
sound ways of meeting these recurring situations. Per- 
haps the first action should be to adjust practices which 
excite disfavor with administration and public alike; 
perhaps the second would be to take counsel for the 
handling of emergencies before they arise rather than 
to improvise institutions and advertising to meet criti- 
cism while too many minds are overwrought, only to 
entirely neglect institutions, advertising, and fore- 
handed counsel alike once the emergency is over. 

These are disturbed times; changes come fast; life 
insurance needs friends at every court. The very 
existence of the companies might conceivably depend 
upon the action of the federal government some day; 
they might need to be both supported and revived by 
that government. Marketing is affected by the good or 
poor relations which life insurance as an industry estab- 
lishes with the public; if by fighting federal government 
regulation the companies succeed only in making them- 
selves look like the traditional unregenerated economic 
royalist party in new dress, then it cannot be expected 
that the public reaction will be favorable. 


Similar studies to this in other areas of 
marketing would represent contributions 
both to the development of a more objective 
and technically useful perspective upon the 
fields surveyed and also to the social history 
of the United States. 


Atrrep McC unc LEE 
Wayne University 


SpeciaAL Liprary Resources, by Rose L. 
Vormelker. New York: Special Libraries 
Association, 1941. Volume I. Pp. 764, $6.00 


This book is the first of two volumes which 
are planned to cover research library collec- 
tions in the special library field and in public 
and university libraries. The purpose of this 
work is to furnish a directory and a guide to 
the holdings of American libraries. Volume I 
includes 765 research library collections. The 
compilers state in regard to the second vol- 
ume: “‘It is hoped that the next volume may 
include all other research libraries in North 
America.” 

In addition to the descriptive information 
about each library, such as the date of estab- 
lishment, number on staff, etc., there is given 
the number of volumes now in the library, 


the number of volumes added annually, the 
number of pamphlets, the number of periodi- 
cals received, the number of periodicals 
bound, and the number of periodicals 
clipped. The policy regarding inter-library 
loans is stated and the available reproducing 
facilities are indicated. This is followed by a 
general description of the library as to its 
type of collection, what it particularly em- 
phasizes, etc. There are four indexes, namely: 
special collections, organizations, personnel, 
and subject. 

This is a very incomplete directory, and is 
so admitted by the compilers. As it is only 
the first of a two-volume series, it is hoped 
that the second volume, now in process, will 
make the work much more complete. 

Under the heading of Marketing, only 25 
libraries which have material in Marketing, 
including distribution, merchandising, and 
retail trade, are listed in the subject index. 
Under the heading “Marketing Research” 
there are eight libraries listed, three of which 
are also listed under “Marketing.” There area 
number of other subject headings that are re- 
lated to Marketing, for example: Advertising, 
Advertising Agency Libraries, Commodity 
Exchanges, Consumer and Consumer Educa- 
tion, but the sources shown as available in 
these fields are also incomplete. 

Of the libraries listed in the subject index 
as having Marketing material, some show no 
material on any phase of Marketing in the 
description given regarding the library, al- 
though in the introduction to the subject 
index it is stated: “For an adequate descrip- 
tion of holdings noted under each subject, 
please refer to the entries for the individual 
libraries.” A good example of this is the 
American University, College of Arts and 
Sciences, Washington, D. C., which is listed 
in the index as having Marketing material, 
but under entry 129 describing the holdings 
of the library (entries are used in the de- 
scription instead of page numbers) no men- 
tion is made of Marketing material. It has 
been verified that this library does have 
holdings in the field of Marketing, but so do 
other libraries contained in the guide, but no 
mention is made of this fact, either in the 
description or in the subject index. 
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In some other instances where Marketing 
is mentioned, the descriptions given are 
entirely too brief. Where there is an indica- 
tion of Marketing material in special libraries 
such as Batten, Barton, Durstine, and Os- 
born, Inc., and the Curtis Publishing Com- 
pany, the description is more complete, and 
one gets a much better idea of what the 
library contains in the field of Marketing, 
Marketing Research, Advertising, and allied 
fields. It is helpful to have this type of in- 
formation available, but, as it stands, the 
book is incomplete and of limited use to those 
interested in the field of Marketing. 


Victor W. BENNETT 
University of Maryland 


FUNDAMENTALS OF SELLING, by R. G. Wal- 
ters and John W. Wingate. New York: 
South-Western Publishing Co., Fourth 
Edition, 1942. Pp. x, 562. $1.68. 


Since this volume is predicated on the 
idea that service is the heart of modern 
selling, Parts I and II discuss the contribu- 
tions of sellers to consumers and the prob- 
lems of analyzing consumer demand and 
securing the goods which will satisfy those 
demands most satisfactorily. Part III deals 
with the seller’s personality and skills, and 
contains much of real value to the average 
retail salesperson. The problems of prospect- 
ing and of the sales interview are presented in 
a logical and thorough fashion in Part IV. 
While much of the material here is familiar 
to the student of salesmanship it is visualized 
so effectively and explained so clearly and 
simply that it is interesting to every reader 
while being of distinct benefit to the beginner 

In Part V the use of advertising, direct 
mail, merchandise displays and the telephone 
and radio are briefly discussed. The possi- 
bility of employing television is only one of 
the many ideas contained in this book which 
give it an “after Pearl Harbor” flavor, mak- 
ing it refreshing reading both for teacher 
and pupil. Part VI presents such selling 
policies as price, promotion, service to cus- 
tomers, and the ethical treatment of con- 
sumer and competitor, while Part VII con- 
tains a short study of the problems of selling 
oneself to an employer. 


This book should be an ideal text to use in 
the teaching of adult classes in selling such 
as are being offered under the George Deen 
Act in many communities. It is profusely il- 
lustrated and is written in a style that is 
easily understood. It would also serve as an 
excellent textbook for the use of pupils in 
college or in secondary schools who are inter- 
ested primarily in retail selling. 


FraAnK H. Beacu 
University of Illinois 


A Survey or Branp CONSCIOUSNESS AND 
Branp Usace 1n NorTHWESTERN OHIO 
AMONG MippLE INCOME AND RvRAL 
HovusEwIves OF FourTEEN SELECTED 
HovusEHOLD Propucts, by Harry Deane 
Wolfe. Kent, Ohio: Kent State University, 
Mimeographed, 1941. Pp. 75. 


The three parts of this study consist re- 
spectively of a foreword and research pro- 
cedure, conclusions and recommendations, 
and some sixty-two pages of tables. 

After data were securedon thebrand of each 
productregularly used, additional information 
was obtained on the influences of brand pref- 
erence such as radio, dealer advice, etc., as 
well as the attributes of the product such as 
taste, size, etc., that explained why a certain 
brand was used. Information regarding 
brand consciousness was found by ascertain- 
ing the extent to which housewives could 
identify advertising slogans and the names of 
radio programs with particular brands of a 
product. 

Several conclusions were reached. ‘Users 
of a product are able to identify correctly 
advertising slogans and radio programs to a 
greater extent than non-users”—but not 
much more correctly. The above conclusion 
suggests to the author the possibility of in- 
creasing sales considerably by the use of some 
simple stock control device. Radio programs 
are found to influence consumer purchases 
more than magazines and newspapers. Slo- 
gans seem to impress consumers much more 
than radio shows. Repetition of slogans, 
however, does not always result in identifi- 
cation of product; the slogan must have 
sales appeal. Even though advertising often 
makes a successful appeal to consumers, it 
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was found that “other influences” have a 
much greater effect and substantiate the 
assertion that the product itself “‘is the heart 
of every advertising campaign.” Although 
“sales are made in the mind” of the pur- 
chaser, there do seem to be certain attributes 
of a product that influence repeat purchases. 
This survey will be interesting to the 

teacher of marketing research and advertis- 
ing as well as to the advertising technician. 
The project was carefully prepared and con- 
clusions reached were specific and not too 
sweeping. Part II, dealing with conclusions 
and recommendations, might have been 
better organized. 

AtpHEuS MARSHALL 

University of Maryland 
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